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ABSTRACT 
In India the development in agriculture in comparison to other sectors, is not satisfactory. 
The poor population is not evenly benefitted t>y the Public Distribution System as the food stocks 
are not utilized in an earmarked way, mainly due to the mismanagement and improper policy and 
insufficient legal support. 
A number of marketing ventures, experimented recently in India, have the potential to 
boost the market opportunities, productivity, and income to farmers, including small land 
holders. Among these innovations, one of the options is to develop backward linkages to'growers 
in the Supply Chain Management. The challenges and the opportunities lie in linking the two 
ends and ensuring viable business opportunities for both the farmers and the agri-businesses, 
which will further strengthen the food sustainability of India in particular and global community 
in general. In return this will help to m^ntain a healthy environment also. Successfully 
implemented Contract Farming is considered as a crucial means for industrializing agriculture. It 
can be a viable venture for the producers (farmers) as well as for the manufacturers 
(industrialists). It is regarded as a strategy for agricultural transformation in developing countries 
because it has the potential to solve agricultural marketing problems also. 
In addition to the extensive literature review on the subject matter of Food SCM and 
backward integration and its implication on the policies and legal frameworks, a multi-functional 
approach involving both legal and managerial case studies has been used to gain insight into 
SCM strategies. This triangulation approach ' literature review, survey at secondary level, and 
case studies provided an opportunity to develop a broad-based understanding of the variables and 
their relationships associated with Food SCM- It also helps in better implementation of Food 
SCM with special reference to backward integration and evolving strategies and exploring 
innovative, leading-edge SCM practices. 
The study specifically discovers the potential of Food SCM for backward linkages with 
special reference to Contract Farming and the policy framework under which the involved 
parties are operating. The legial implications f(?r the concerned states and non state stakeholders 
come under scrutiny. Further it is intended to develop understanding of area as it is now and its 
growing importance due to the diversification of Indian economy. In the light of above aspects 
the study is expected to go a long way to develop further research roadmap and influence the 
policies and decision making at strategic and operational level. 
Some of the important objectives desired to be achieved by the study are listed below. 
a. To find the role of policy interventions like timely legal reforms and also simultaneous 
review and evaluation of the impact of the policies and taking immediate steps to rectify the 
negative impacts if caused by any of the policies. 
b. To study the existing food SCM for different food items and its variants and trace the 
linkages in the chain in different parts of India. 
c. To investigate the scope of market oriented diversification in agriculture and agribusiness in 
India to accelerate the economic development. 
d. To assess the policies, institutional and infi'astructural support, and the regulatory 
mechanism to facilitate food SCM and suggest reforms. 
e. To find the means and ways to improve the chain efficiency and promote the mutually 
beneficial relationships and trust on each other in the system. 
f. To recommend the integrated legal framework for food SCM in the country. 
g. To promote the value chains and green chains in food supply in the national interest. 
The high growth rate of the top players in India's organized food and grocery segment 
suggests that this sector will occupy a growing share of both the food and grocery maj'ket and the 
overall retail market in India. Considerable new capacity is being added in the organized food 
processing sector. 
Post harvest loses in India generally range Irom 5-10% for the non-perishable 
commodities and about 30% for the perishable commodities. Following are some of the 
prominent problems associated with the FSCM which result in food wastages, 
i. Lack of appropriate and advanced techniques, capital and knowledge deplojmient and 
lack of information about the flow of products to markets, 
ii. Lack of transparency, tracking and traceability in the supply chain, 
iii. Lesser control of product safety and quality across the supply chain, 
iv. Investment, benefits and risks not shared by all the partners in the food supply chain. 
V. Poor shelf life of products and lack of farmer's awareness and knowledge, 
vi. Lack of storage and other post harvest facilities, absence of innovative technology, 
including cool chain, poor and uneconomic handling, transportation, storage etc. causing 
post harvest losses in food products. 
The expansion of organized food processing and food and grocery retailing is inducing 
greater competition among multiple private sector players, contributing to a virtuous cycle of 
grov/th, consolidation, and modernization, capturing economies of scale in line with the rising 
market demand. This competition among firms has created pressure to compress supply chains, 
cut costs, and achieve increased competitiveness in the domestic and global market. In this 
context, contract farming models are among the mechanisms for streamlining procurement and 
logistics services that are high on the agenda of organized retailers and agro-processors. 
The present research adopts a focus on the model-based literature scanning that addresses 
the current "supply chain practices" and problems encountered by the entrepreneur, policy 
makers as well as farming comraunities. An alternate term in the research literature is "supply 
network design" used by some authors to signify that supply structiires are often more complex 
than that suggested by a chain. ITie present work has used these and other related keywords, and 
a limited review to articles that describe Agro Supply Chain Design Models. Food Supply Chain 
Design Models and practices ;are in a special class and distinct fi-om general Supply Chain 
Design Models, due to the differences in cost structure, perishability, short shelf life and 
complications of intrastate, interstate and international logistics. The above activities involved 
interface of several legal setups, laws and by-laws, often overlapping and conflising in nature. 
These complexities further make the condition of food supply chain retarded and pathetic. With 
the above problems in mind, extensive research scarming was conducted by using library 
databases covering the major journals in management science, law, agriculture, and operations 
management. 
Present study has found that the backward integration in the food industry has emerged to 
provide a rationale for the growing trend towards vertical integration in terms of private efficiency gains 
that integration entails. The past studies generally assume a bilateral setting and thus ignore the possibility 
of great impact on the fanning community; but it may be very significant particularly in cases where the 
upstream or the downstream market is highly concentrated. The backward integration by a processing 
firm provides for better protection against input supply constraints and demand uncertainty. Since 
product differentiation, in general, leads to greater concentration; this suggests that backward integration 
is likely to lead to further increase in downstream concentration. Earlier studies have looked at the 
growing trends towards vertical integration, product differentiation and concentration in isolation. 
Current study suggests that, under certain conditions, there might be a synergistic linlc between these 
variables that needs to be explored further. 
The recent growth and diversification of consumer demand and the expansion of 
organized agricultural processing and marketing ventures in India have the potential to boost the 
market opportunities, productivity, and income to farmers, including small holders. Among these 
institutions and innovations are various models of contract farming, including those led by 
cooperatives, by farmer groups, and by various types of private sector resource intermediation 
that develop backward linkages to growers. The challenge and the opportunities lie in linking 
the two ends and ensuring viable business opportunities for both farmers and agri-businesses, 
which will further strengthen the food sustainability of India in particular and global community 
in general. 
There is fragmentation at the bottom of the Supply Chain in agriculture production; the 
trend in India is towards fragmentation rather than consolidation of the land holding. Although 
the farms are small, indications are that their operations are more efficient than larger farmers in 
terms of land productivity, presumably due to a high share of family labour on small farms. 
Government interventions in the form of several legal (land reforms, land consolidations 
schemes) and welfare measures have not yielded the desired results. The strategies of public 
agencies as well as the efforts by Non-Governmental Organizations to arrest rate of rising 
poverty and migration of the rural masses, which include promotion of income generation 
activities, have also not succeeded in reversing this trend. The situation is growing alarming due 
to several problems of Indian society such as farmer's suicide, insurgencies and unrest among 
the farmers. These are associated directly with the problems of agricultural policies and 
mismanagement. One of the strong reasons is the lack of well established forward and backward 
linkages, affecting badly on factors such as extension advice, mechanization services, and supply 
of seeds, fertilizers and credit to farmers. The system should guarantee a remunerative 
agriculture and make the markets profitable for the farmers. 
The study has found that development of efficient and inclusive food value chains will 
enhance urban-rural linkage, allowing supply of safe and affordable food to increasing numbers 
jf urban-poor people. Most of the road corridors have weak backward and forward linkages, 
A^ ith very little progress in adding value to agricultural production. Constraints such as the lack 
)f storage, efficient transport services, and marketing systems prevents ethnic minorities and 
poor households headed by women from taking advantage of economic opportunities brought 
about by road projects. In the 1960s, 2 inhabitants in 10 in Asia lived in cities, whereas it is 
estimated that close to 60% of the population will be living in urban areas by 2025. Supplying 
the growing cities with adequate and affordable food will be a major challenge, requiring 
massive investments in food distribution, storage, and marketing facilities. 
Diversification of agricultural production and marketing now offers the primary 
opportunity to strengthen lagging growth in farm output and rural employment. However, 
achieving diversified growlh with equity also requires new measures to increase investment and 
provide the market institutions needed to develop India's inefficient food processing and 
marketing sectors, and to ensure that the transformation to higher-value agriculture is inclusive 
of India's large number of marginal and small farmers. 
The most striking transformation occurring in Indian agriculture is the shiJEit from a food 
grain-oriented supply led framework which is dominated by the public sector, to a more 
diversified and demand driven framework with an expanding role for the private sector. Against 
this backdrop, the study has found the emerging dynamics and challenges in India's agricultural 
sector, including managing improvements in food access for the poor, facilitating a private 
sector led transformation to more efficient agricultural markets, and effectively linking small 
farmers to these increasingly diverse markets. 
Indian agricultural policy must balance a changing food security landscape with the 
emerging need to diversify farms and markets towards high value commodities. On the food 
grain front, where the focus has been on increasing productivity, the current challenges are to 
reduce the cost and inefficiency of public food grain operations by the FCI, and to ensure an 
effective food safety net for low-income households. A key policy option is to shift 
responsibility for procuring, handling, and transporting operational supplies of wheat and rice to 
the private sector and confine the role of the FCI to holding buffer stocks. 
The government should give, on priority, a policy support, legal protection, financial, 
informational and organizational assistance to the small farmers and traditional retailers as they 
are capable of greater employment generation and equitable income distribution. For the region-
wise and operation-wise integration of backward linkages through the agents of Food Supply 
Chain, malls and the small retailers both are the desirable components of the sj'stem. 
Whether the above developments have benefited to farming community is disputed on 
3ne or the other ground. Many argue in relation to benefits of contract farming that since the 
primary producers or the farmers lack the bargaining capacity to negotiate the contract, they 
3ften end up on the losing side by entering into contracts that are detrimental to their interests. 
Contract farming has also been used to promote new high value crops which are more input 
ntensive, risky, high-tech, and market dependent for profitability, to lower costs either by yield 
mprovement or cutting input costs through better extension, and to raise returns by value 
iddition to farmers. 
The retail market in India is offering great opportunities to the business leaders. This 
sector is promising a spectacular growth to both organized and unorganized retailers in urban as 
well as rural parts of the country. Both will coexist and prosper without causing any threat to the 
other. The traditional retailers will however have to struggle for revamping their business. They 
need to redefine their role and professionalize themselves to obtain a strategic edge over the 
organized retailers. A policy intervention, legal protection, financial and managerial support and 
a cooperative joint operation for promotion of backward food integration and supply chain 
development will make them strong and competitive. FDI in retailing should be restricted or tied 
up with decentralization and protection of traditional retailing. The organized sector should be 
forced to contribute to infrastructure development and help the small, traditional and rural 
players in modernization and up gradation. A national commission may be set up to coordinate 
the efforts of all public and private agencies to this end. 
The available evidence implies that there is tremendous scope for private and public 
agencies to participate in the regulations of foods productions and processing and also to 
exercise control on the maintenance of food safety rules and quality control. There is also a 
strong need of cooperation among the different agencies at national and international level to 
develop synergy so that the inertest of farming community and that of all different stake holders 
are properly guarded. In addition to international standards (FAO Codex Alimentations, SPS 
agreement), the national agencies for grades and standards are also to play their role with 
responsibility. 
Workings for the betterment of food quality and quantity, different players are coming 
across with different interests and often they clash on one or the other ground for the regulation 
of food production. For example sometimes practice of one public group competes with another 
private rule for Good Agricultural Practices (GAP). Public regulation may involve normative 
codes regarding health and safety, but also includes compliance with labour and environmental 
standards. The latter are strongly advocated by (inter)nationally operating non-governmental 
organizations, like Greenpeace, lUCN, Oxfam and others. The corporate social responsibilities 
of firms are further driving forces for following the rules of government and also to maintain 
harmony with environment and pollution norms. 
The initiatives for pronouncing fair and ethical trade practices intend to make food SCM 
and it's trading more transparent and try to mobilize corisumers and other group for these issues 
related to food problems. Another aspect of the legal fi-amework refers to ownership rights and 
the supply chain governance structure. The studies have analysed that as long as the agro 
operations of Indian firms remain limited to production activities and having marginal or 
fractional role in value addition of food products, the India firms will not be able to exercise 
governance power and will receive a minor share of the food industry market. 
Joint ventures and strategic alliances between local and international fijms in the form 
of FDI or franchisee may enable producing firms to acquire business practices and learn best 
international practices. Other options for reinforcing collective action are in the form of contract 
farming and allied activities and allowing the entry of organised retails market of international 
level. The entry of giant players like Wall Mart, Carrefour etc. will set new rules of competition 
for the Indian farmers and other actors who are involved in the marketing and production 
process. There is a need to bring reforms in government interventions mechanism to make the 
agricultural sector grow effectively in the light of changing structure of production, consumption 
and marketing. The current state of agricultural output requires efforts on all fi-onts including 
social and cultural factors. The responsible factor for the current poor state of affairs is 
educational backwardness on the part of Indian farming communities. The present literacy rate 
adds to the problems of cropping. An improvement in standards of rural literacy will lead to 
growth in adoption of technology, use of modem inputs like machine, fertilizers, and yield. 
Although the federal laws of India hold that the agriculttiral activities come under the 
purview of state government. The provisions still give immense opportunities and prospects for 
better agricultural development. But mere legal and policy reforms will not bring major changes 
in the Indian agricultural system. There must be infusion of public and private coordination, a 
system popularly known as Public Private Partnerships (PPPs). There is widespread recognition 
of the potential for PPPs in agricultural development and this may be an important way of 
developing the capacity of agricultural innovation systems. Underpinning this potential is 
significant and growing investments made by the private sector in agricultural pursuits are 
noticed. The trend is encouraging and supported by market friendly polices arising from the 
ongoing economic liberalization and the growing role of the private sector in many developing 
countries is evident. 
The present study has found that creating niche markets for more sustainable locally 
produced, conserved foods and some manufactured foods can result in significant social, 
environmental and economic benefits for those involved, greater overall gains could 
undoubtedly be made by improving the sustainability of mainstream agriculture and 
international supply chains. Thus it will be wise on the part of policy makers to have holistic 
view of the whole development of agro food supply chain set up. Undue apprehensions should 
not be developed for the integration of international food supply chain along wdth the domestic 
Dnes. 
Private actors of the agribusiness sector should refrain from practices that constitute an 
indue exercise of buyer power, as identified by the states in which they operate in their 
relationships with workers. They should use their influence on suppliers to ensure that wages 
md working conditions improve, rather than degrade, as a result of their suppliers joining global 
/alue chains. It can be done by seeking to international framework agreements with global 
mions, guided by the widely accepted principles by considering unilateral undertakings to 
nonitor compliance with ILO standards in the supply chain, while supporting their suppliers in 
ichieving compliance. They should engage in chain-wide learning to assure that participation in 
he chain is profitable for all involved, including small-scale producers. In their relationship with 
mallholders the agro-firms should involve smallholders in the elaboration of and compliance 
vith food safety, labour or environmental standards and facilitate their access to global supply 
hains. At a minimum, they should ensure that the imposition of private standards do not 
xclude smallholders from certified food chains (by assessing the impact of private standards on 
tie right to food). Further they should negotiate contract farming arrangements that respect the 
ight to food for smallholders and the criteria of social justice outlined earlier. The firms must 
romote fair trade through increased shelf space and by running infonnation campaigns 
ighlighting the unique importance and contribution to fair trade. 
The present study has analyzed the role of government legislations in general and 
judiciary in particular in the process of sustainable development. The role of government 
legislations/ actions of judiciary in case of non-compliance of the environmental legislation 
could be an important weapon to achieve the goal of sustainability. Though government 
legislations and intervention of judiciary is not the only way to move towards sustainable 
development, but it may be an important component of policy framework for the sustainable 
development, particularly in the era of globalization. To substantiate the above hypothesis the 
present study has discussed some of the landmark judgments on environment degradation by the 
Indian Apex Court during the recent past. Further the study has highlighted that in the face of 
continuous depletion of natural resources and environmental degradation the Indian judiciary has 
come forward to check such unsustfiinable developments. 
The enforcement of agricultural contracts is an important pre-condition for efficient 
exchange and investments in economic activities in general and in agro-food in particular. When 
a breach of contract happens, one or both the parties might wish to enforce the agreement on its 
terms. 
In developing countries enforcement institutions are often weak or absent. India is not an 
exception to this rule. Government interventions to address such a shortcoming are needed as a 
pre-condition for the development of a favourable climate for business investments. Effective 
enforcement mechanism is important for successful Contract Farming. Mediation, reconciliation, 
arbitration etc. should be made to exhaust first before resorting to civil court for dispute 
resolution. A flexible contract may allow renegotiations and thus enable parties to adjust the 
contract to changes in the environment. 
There are pertinent findings which suggest that if contract farming is rooted in 
appropriate policy, statutory and institutional legal framework, the CF has tremendous potential 
to help the agricultural community in general and the small and marginal fanners in particular. 
There is a need to have a comprehensive statutory protection from the ill effects of 
contract farming for the farmers. But the practice of contract framing alone can also not be 
overemphasized and advocated vehemently. The agricultural co-operatives, the Non 
Governmental Organizations (NGOs) and the civil societies should also be given chance and the 
legal and regulatory system should enable them to play a prominent role in protecting the 
interests of farmers in contract farming. 
The Agribusiness activities have great bearing on not only different areas of agricuhure 
Hke food processing, horticuhure and seed business but also erode our capacity for sustainable 
growth for future generations. 
Sustainability is regarded as a much broader phenomenon, embracing ethical norms for 
the survival of living matters, the right of future generations and the institutions responsible for 
ensuring that such rights are ftilly taken into account in policies and actions. Moving towards 
sustainability will, therefore, oblige a concerted process of change. 
However, if we accept that sustainability involves a concern for the social as well as 
environmental changes that take place in relation to human activities then compliance to 
legislations which confronts the structure and approach of past (unsustainable) practice to build a 
new structure required for a (sustainable) future could be an approach if we want to move 
towards sustainability. 
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PREFACE 
India's development that has taken place in agriculture in comparison to different other 
sectors, is not satisfactory. The food stock and its proper supply which is meant to 
mitigate any shortfall in food supply is not utilized in an earmarked way, as they are 
being accumulated at the cost of the poor who at the same time are not evenly benefitted 
by the Public Distribution System. This is mainly due to the mismanagement and 
insufficient legal support. 
Presently when diversificationin agro products is evident and many farmers are 
even quitting direct agricultural occupations, there is a need to motivate farmers to 
produce and avail the incentives. TheFood Corporations of India should manage its 
operations in such a way that it gets involved in procuring the optimum quantities and not 
the maximum available, and should act as a competitor as well as a facilitator to the 
private procuring agencies. This will help not only in getting the farmers the best price 
for their produce but also develop vastly the food Supply Chain and other allied 
activities. The recent growth and diversification of consumer demand and the expansion 
of organized agricultural processing and marketing ventures in India has the potential to 
boost the market opportunities, productivity, and income to farmers, including small land 
holders. Among these innovations, one of the option is the trial of various models of 
contract farming, including those led by the cooperatives, the farmer groups, and by 
various types of private sector resource intermediation that develop backward linkages to 
growers. The challenges and the opportunities lie in linking the two ends and ensuring 
viable business opportunities for both the farmers and the agri-businesses, which will 
further strengthen the food sustainability of India in particular and global community in 
general. In return this will help to maintain a healthy environment also. The Green 
Supply Chain Management and Food Sustainability are positively linked to each others. 
State food corporations should be allowed and encouraged to operate in all states. 
States should' be free to set up public or joint venture companies for food procurement, 
transport and distribution, if it is commercially viable. The role of private agencies in 
food procurement activities should gradually be enhanced. 
Successfully implemented Contract Farming is considered by many agricultural scientists 
as a crucial means for industrializing agriculture. It can be a viable venture for the 
producers (farmers) as well for the manufacturers (industrialists). It is regarded as a 
strategy for agricultural transformation in developing countries because it has the 
potential to solve agricultural marketing problems also. 
Indian agro-food system is undergoing rapid transformation and there is growing 
evidence that organized Food Supply Chains in the form of backward integration for food 
supply will act as one of the alternative strategies for the domestics firms as well as for 
the multinational companies. 
The thrust and objectives of the present research is to study and suggest that the problems 
related to Food Supply Chain Management give ample proof that agriculture sector 
deserves an urgent attention. Firstly,it is in the form of policy intervention, like timely 
legal reforms and also simultaneous review and evaluation of the impact of the policies 
and taking immediate steps to rectify the negative impacts, if caused by any of the 
policies. 
Secondly to improve the agriculture sector, an improvement and strengthening at all 
levels of the supply chain including inputs delivery, credit provision, irrigation facility, 
diversification, procurement, minimizing post harvest loses, cold storage chains, better 
and efficient processing and marketing techniques, efficient storage, warehouses and 
competitive retailing are needed. Through compefition, economies of scale and improved 
efficiency in the supply chain will be observed and product prices would lower, 
especially in food and grocery sector. 
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CHAPTER I: INTRODUCTION 
1.1 Introduction to Indian Agrarian Society 
The biggest onus on government of any civilized society is to provide stable 
food supply to its population. In case of Indian government it is more obvious than 
any other country due to its enormous and rising population. Agricultural activities 
have impacted not only on different areas of agriculture like food processing, 
horticulture and seed business but also encompass every facet of Indian societies 
directly and indirectly. Some of the serious problems of Indian society are emanating 
from food insecurity and inequality in the distribution mechanism. The grim situation 
of Indian farmer's condition is illustrated by The Indian Nobel Prize Laureate 
AmartyaSen (Dreze and Sen 2002) that approximately half of the Indian children are 
undernourished. More than half of the aduh Indian women suffer from anemia. These 
anemic pregnant mothers then run the risk of giving birth to malnourished babies. The 
gender discrimination, income disparities, social stratification, crimes etc. are all 
interwoven into the agricultural system. 
The issues related to food are no more affecting only the marginal or 
underprivileged sections of the society. Food distribution issues compound the rural 
and urban divide and also strike every individual and section of our society. Dreze 
and Sen (2002) pointing further in chapter 'Hunger amidst Plenty' of their latest 
research regarding India's development comment that the food stock which is meant 
to mitigate any shortfall in food supply is not utilized in an earmarked way, as they 
are being accumulated at the cost of the poor who at the same time are excluded from 
the benefits of the Public Distribution System (PDS). 
Notional inference from several case laws and judicial judgments in India 
shows that the Indian Constitution gives a statutory right to its citizen to safe, 
nutritious, culturally appropriate food, right to food-producing resources, and to the 
ability to sustain themselves, the right of peoples and communities to define their own 
agricultural, labor, fishing, food and land policy systems which are ecologically, 
socially, economically and culturally viable and appropriate to their unique 
circumstances. 
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Agriculture sector is tiie backbone of country's development and lifeline for 
majority of the population (65 per cent) based in rural areas and approximately more 
than 58 percent of the population still depends on agriculture for their livelihood. 
Presently being one of the major sustainers for job sector, there is unfortunately a 
trend of declining share of agriculture in country's GDP, from 48.7% in 1950 to 24.4 
% in 1996-97 and further 18.7% in 2007. If India's economy is to achieve an 
ambitious rate of growth, as high as 9-10% in the coming years, the country needs a 
strong pull-up support to agriculture sector which should grow at least at the rate of 4 
per cent or higher. 
For the current state of agricultural output, besides social and cultural factors 
responsible for the current poor state, the educational background has also to play its 
role. The present literacy rate adds to the problems of growth. A study (Mittal and 
Kumar, 2000) shows that the improvement in standards of rural literacy leads to 
growth in adoption of technology and the use of modern inputs like machine, 
fertilizers, and yield. In case of rice and wheat in India, literacy is found to have a 
positive and significant relation with crop productivity and a strong link with farm 
modernization. Rural education contributes to improvement in adoption of high yield 
variety seeds by about 25-47 percent, fertilizer use by 18-22 cent, about 6-8 per cent 
in modernization and 5-8 per cent to improvement in yields for rice and wheat. 
1.2 The Problems and Prospects of Farming Communities in India 
The Problems of farmers in India, related to agricultural activities have been 
tried to be solved through upliftment approach by the state and central governments in 
the form of several legal (land reforms and land consolidations schemes) and welfare 
measures. However these efforts of government have not borne the desired results. 
The various other state interventions, strategies as well as efforts by non-
governmental organizations to arrest migration of the rural masses, which include 
promotion of income generation activities, have not succeeded in reversing this trend. 
One of the strong reasons could be the lack of well established forward and backward 
linkages (reliable and cooperative) such as extension advice, mechanization services, 
supply of seeds, fertilizers and credit, as also guaranteed and profitable markets for 
their produce (FAO: 2001). 
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There is a need to bring reforms in some of the government interventions to 
make the agricultural sector grow effectively in the light of changing structure of 
production, consumption and marketing. 
1.3 The Role of State Government Laws 
The Federal laws of India maintain that the agricultural activities come under 
the purview of state governments. The above provision gives immense opportunities 
and prospects for better agricultural development. But mere legal and policy reforms 
will not bring major changes in the Indian agricultural system. There must be an 
involvement of public and private sector players, a system popularly known as Public 
Private Partnerships (PPPs). There is widespread recognition of the potential for PPPs 
in agricultural development and this may be an important way of developing the 
capacity of agricultural innovation systems (Hall, 1998, 2001). Underpinning this 
potential, the significant and growing investments have been made by the private 
sector in agricultural research (Pray, 2002) and, encouraged by market friendly 
polices arising from a decade or so of economic liberalization and the growing role of 
the private sector in many developing countries has been noticed. There are a number 
of ways in which PPPs in agricultural research could arise based on the 
complementarities of assets and the overlapping of interest and agenda (Byerlee and 
Fisher 2002). 
In recent days the attractions of PPPs are widely perceived to include 
following elements which make it more result oriented and competitive in nature than 
other systems or business models: 
a. The researched is being conducted jointly and not independently; 
b. Privately owned knowledge should be shared and materials may be accessed for 
public good research; 
c. New sources of funding for public sector research; 
d. And new delivery mechanisms for public technologies should be made for both 
parties. 
In India Food Corporation of India (FCI), a state enterprise, acts as a nodal 
body procuring only for the food security concerns of the underprivileged, who are 
supplied rice, wheat, sugar and a few other commodities at subsidized prices through 
the public distribution system. The FCI should synchronize its activities with the 
3 
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private players and explore joint venture for the betterment and advancement of 
Indian food distribution system. 
1.4 Diversification in the Indian Agriculture 
At present when diversification in production away from food grains is 
evident and many farmers are even quitting agriculture, there is a need to motivate 
through incentives to produce, thus FCI should procure the minimum possible and not 
the maximum available, and should act as competitor to the private procuring 
agencies (Mittal 2007). This will help in getting the farmers the best price for their 
produce. State food corporations should be allowed and encouraged to operate in all 
states. States should be free to set up public or joint venture companies for food 
procurement, transport and distribution if it is commercially viable (Virmani 2004). 
The role of private agencies in food procurement activities should be gradually 
enhanced. 
The agriculture sector is shifting from a supply driven economy to a demand 
driven economy. The agricultural sector has outgrown the policies that contributed to 
the past success and is facing the new pressure as consumer income is rising and 
pattern of expenditure in consumer's budget is shifting to more of non cereals 
(Landes, 2004; Mittal, 2006b). The post liberalizations era in India (1991 onwards) 
has brought transformation in the Indian agro-food system. It is undergoing rapid 
change and there is growing evidence that organized food supply chain in the form of 
backward integration for food supply will act as one of the alternative strategy for 
domestic firms as well as for multinational companies. 
If successfully implemented. Contract Farming is considered by many as a 
crucial means for industrializing agriculture. It can be a viable venture for the 
producer (farmers) and also for the manufacturers (Industrialists). It is regarded as a 
strategy for agricultural transformation in developing countries because it has the 
potential to solve agricultural marketing problems (Little and Watts, 1994). Contract 
Farming has been promoted in the recent three decades as an institutional innovation 
to improve agricultural performance in less developed countries. This system was 
accepted and used as one of the promising institutional framework for the delivery of 
price incentives, technology and other agricultural inputs. Local Governments, private 
local firms. Multinational companies, some international aid and lending agencies etc. 
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have been involved in these contract farming schemes (Glover, 1994).Although there 
are different types, contract farming usually involves a central processing or exporting 
unit which buys growers' harvest. The terms are arranged through contract; the 
grower provides land, labour and tools; while the purchasing unit provides credit and 
technical advice (Kirsten and Sartorious, 2002). The contract usually specifies the 
price, quantity and quality of produce, production conditions and delivery and grading 
requirements (Runsten and Key, 1996). The contract farming will have an important 
role in this transformation. An important concern in Indian agriculture is that while 
"front end" activities including wholesaling, processing, logistics, and retailing are 
rapidly expanding and consolidating, the "back end" activities of production 
agriculture have been continuously fragmenting (Gulati, 2008). 
The recent growth and diversification of consumer demand and the expansion 
of organized agricultural processing and marketing ventures in India has the potential 
to boost the market opportunities, productivity, and incomes to farmers, including 
small holders. Among these institutions and innovations are various models of 
contract farming, including those led by cooperatives, by farmer groups, and by 
various types of private sector resource intermediation that develop backward 
linkages to growers. The challenges and the opportunities lie in linking the two ends 
and ensuring viable business opportunities for both farmers and agri-businesses, 
which will further strengthen the food sustainability of India in particular and global 
community in general. 
Major factors which are responsible for the vertical integration between seller 
and buyer are needed for the products with the following characteristics (Minot, 
2007): 
For economically important quality variation / high-value products, vertical 
coordination is more likely when customers (e.g., processors, retailers) are willing to 
pay a premium for a product, variety or attribute. This premium should be enough to 
cover the additional cost of producing it and the cost of the CF arrangement. Farm-
level investments in human and physical capital, or specialized inputs are needed to 
raise the quality. CF will provide farmers the incentives and the means to make these 
specific investments. High perishability increases the need for farmers and buyers to 
coordinate the timing of harvest and delivery. In addition, the farmer's bargaining 
power is seriously weakened once the product is harvested. V/ithin some contractually 
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guaranteed outlet, the farmer is not likely to produce such perishable products. For 
technically difficult production, farmers may not enter into the production of 
technically difficult crops, because they do not have the technical skills, the inputs 
and the credit needed. As part of a CF arrangement, buyers can provide technical 
assistance, specialized inputs and credit. Farmers in developing countries may not 
have the available cash to purchase inputs at planting time, so the contract allows the 
buyer to provide them on credit and to recover the cost of the inputs by deducting it 
from the payment to farmers after harvest. 
Food is ttie largest consumption category in India 
Food CanMmptlan In Incaa 
Figure 1.1 Food SCM for sustainable and efficient Development 
1.5 Aims and Objectives of the Study 
Through promoting competition, economies of scale and improved efficiency in the 
supply chain, product prices would lower, especially in food and grocery sector 
(Mukherjee and Patel 2005). As shown in figure I.l Food is the largest consumption 
categories in India and their exist a huge potential for further growth and 
development of Food SCM. In this backdrop, the thrust and objective of the present 
research is to study and ascertain the problems related to Food Supply Chain 
Management (FSCM). Further to find out reasons of why the agriculture sector 
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deserves an urgent attention from policy intervention point of view. Some of the 
important objectives desired to be achieved by the study are listed below. 
a. To find the role of policy interventions like timely legal reforms and also 
simultaneous review and evaluation of the impact of the policies and taking 
immediate steps to rectify the negative impacts if caused by any of the 
policies. 
b. To explore the potential of improvement in agriculture sector through an 
improvement and strengthening at all the levels of the supply chain like inputs 
delivery, credit, irrigation facility, agricultural diversification, procurement, 
minimizing post harvest loses, cold storage chains, better and efficient 
processing and marketing techniques, efficient storage, warehouses and also 
efficient and competitive retailing. 
c. To analyze the definitions of the applicability, equitability and enforceability 
of food supply chain linkages in the backward directions. 
d. To identify crops, value added products and services in the food chain in 
different regions suited and possibility for contract farming, precision farming, 
organic farming, trading, processing, transportation, storage, communication, 
financing and delivery of the value in the supply chain. 
e. To suggest suitable institutional, procedural and legal arrangements for 
building relationships, disbursal and recovery, safeguards to ensure contract 
performance measures against non-performance and arbitration procedures to 
resolve disputes. 
f To explore policies for Government practitioners who will gain some insight 
into the way in which the shifting nexus of food industry activity might be 
addressed in pursuit of policy goals, 
g. To study the existing food SCM for different food items and its variants and 
trace the linkages in the chain in different parts of India 
h. To investigate the scope of market oriented diversification in agriculture and 
agribusiness in India to accelerate the economic development. 
i. To assess the policies, institutional and infrastructural support, and the 
regulatory mechanism to facilitate food SCM and suggest reforms. 
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j . To analyze the General Contract laws, Land tenure laws and Contract 
enforcement mechanism for food SCM efficacy and identify the gaps in them, 
k. To find the means and ways to improve the chain efficiency and promote the 
mutually beneficial relationships and trust on each other in the system. 
1. To recommend the integrated legal framework for food SCM in the country, 
m. To promote the value chains in food supply in the national interest. 
Consolidation at the top of the Value Chain in India is currently riding a tide 
of organized retail expansion, especially in the food and grocery segments, which 
have been growing at annual rates between 16 and 50 percent over the past few years 
(Guiati and Reardon 2008). The top 10 Indian organized food and grocery retailers 
grew at the rate of 72.4 percent from 2002 to 2007 (Planet Retail, 2008). While total 
food and groceries account for nearly 60 percent of total retail sales in India, food and 
grocery sales by organized sector firms account for only a little more than 10 percent 
of total organized sector retail sales, indicating that there is ample scope for scaling up 
of organized food and grocery retailing. The high growth rate of the top players in 
India's organized food and grocery segment suggests that this sector will occupy a 
growing share of both the food and grocery market and the overall retail market in 
India which has grown about 13 percent annually from 2002-03 to 2006-07 (Trivedi, 
2008). As in retailing, the role of organized food processing firms within the overall 
food processing industry (organized and unorganized) has increased from 64 percent 
in 1984-85 to 81 percent in 2000-01, and is likely to have grown further in the last 
couple of years (Bhavani et.al. 2007). Considerable new capacity is being added in the 
organized food processing sector. 
Post harvest loses in India generally range from 5-10% for the non-perishable 
commodities and about 30% for the perishable commodities (Singh, 2002).Further 
food lost in India, during different stages is also well illustrated in figure 1.2. 
Following are some of the prominent problems associated with the FSCM which 
results in food wastages, 
i. Lack of appropriate and advanced techniques, capital and knowledge 
deployment and lack of information about the flow of products to markets, 
ii. Lack of transparency, tracking and traceability in the supply chain, 
iii. Lesser control of product safety and quality across the supply chain. 
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iv. Investment, benefits and risks not shared by all the partners in the food supply 
chain. 
V. 
vi. 
Poor shelf life of products and lack of farmer's awareness and knowledge. 
Lack of storage and other post harvest facilities, absence of innovative 
technology, including cool chain, poor and uneconomic handling, 
transportation, storage etc. causing post harvest losses in food products. 
Huge wastage across the supply chain leads to lower level of processing and hence low value 
addition... 
Field Losses 
{Pest, Diseases, Rodents etc.) 
Pre-Processing 
(e.g. inefficient harvesting, drying, milling) 
Transport 
(e.g. Spillage, leakage) 
Storage 
(e.g. technical peeling, washing) 
Processing & Packaging 
(e.g. excessive peeling, washing) 
Marketing 
(e.g. spoilage, rotting in stores) 
Developing 
Wastage by Consumer 
(e.g. overeating, food wastage) 
Countries -
Relatively high 
osses in the initial 
parts of the value 
\ 
\ 
\ 
ountries V 
osses at a ' 
ter stage in 
ie food chain 
Segment 
Fruits and 
Vegetables 
Marine 
Poultry 
Buffalo 
Meat 
Milk 
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2.2% 
26% 
6% 
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Other 
Countries 
US A (65 %), 
Philippines 
(78%) 
China (23)%; 
60-70% in 
developed 
countries 
60-75% in 
developed 
countries 
Field Fork Britt-Louise Andersson, SIWl 
Figure 1.2 Food Processing Sector in India (Britt- Louise Anderson. SIWI) 
The expansion of organized food processing and food and grocery retailing is 
inducing greater competition among multiple private sector players, contributing to a 
virtuous cycle of growth, consolidation, and modernization, capturing economies of 
scale in line with the rising market demand. This competition among firms has created 
pressure to compress supply chains, cut costs, and achieve increased competitiveness 
in the domestic and global market. In this context, contract farming models are among 
the mechanisms for streamlining procurement and logistics services that are high on 
the agenda of organized retailers and agro-processors. There is fragmentation at the 
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Bottom of the Supply Chain in agriculture production; the trend in India is towards 
fragmentation rather than consolidation of the land holding. The average size of 
landholdings declined from 2.2 hectares in 1970-71 to 1.06 hectares in 2003. Nearly 
88 per cent of the farmers have less than 2 hectares of land, and account for about 44 
percent of the operated area (NSSO, 2006). Although these farms are small, 
indications are that they are more efficient than larger farms in terms of land 
productivity, presumably due to a high share of family labour on small farms. 
The share of marginal and small farms (of less than 2 hectares) in the total 
value of agricultural output is about 51 percent, substantially higher than their 44 
percent share of area operated (Srivastava, 2008). 
Thus much of the production is outsourced to contractors and sub-contractors 
in a large diversit}' of low-cost operating locations. Local investors usually own the 
production sites and they are independent businesses. By outsourcing part of the 
supply chain, responsibility also shifts from a single organisation to many more, 
depending upon the nature of the product market. Hence, the supply chain becomes 
more complex and culturally diverse. According to Porter (1998), who describes the 
present business model, single companies are not able to survive on their own; they 
can survive only as part of the supply or value chain in an increasingly competitive 
business environment. Christopher (1993) also stressed that it is the supply chain, 
which will bring true competitive advantage to companies, by satisfying customers' 
needs and lowering operating costs. 
Therefore the role of SCM is critical in managing issues that arise across 
organisational boundaries, improving corporate competitiveness and profitability in 
today's operating environment (Wood, 1997; BSR, 2001). Christopher (1998) 
emphasised that individual businesses no longer compete as solely autonomous 
entities, but rather as supply chains. 
Indian retailing is highly fragmented and the organized sector in the country is 
at a very nascent stage accounting to only around 4% of the total. But the retail sector 
is a very attractive potential frontier for the corporate India. Retail trade is expected 
to .grow at 13 per cent per annum during 2007-12. Its value will then be about US$ 
590 billion in 2011-12 (ICRIER 2008). 
Along with organised supply chain system and sound legal policies India's 
rural segment can benefit immensely. There is a lot of scope for the development in 
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the economic conditions of the rural population. Today the annual turnover of Wal-
Mart is higher than the size of entire retail industry of India (Ahmad, 2010). The entry 
of National and transnational corporation in agribusiness will augment the rise of 
organised sectors which in return will inevitably bring tremendous development for 
infrastructure and opening of India's economy to outsides world. 
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CHAPTER II: INTRODUCTION TO SCM 
2.1 The farmers and Food SCM in India 
The farmers in India are predominantly small or marginal holders of land and 
have substantially low marketable surplus. Many Multinational Corporations are 
finding it beneficial to source and produce products from low wage economies and 
sell them in higher income economies. Thus much of the production is outsourced to 
contractors and sub-contractors in a large diversity of low-cost operating locations. 
Local investors usually own the production sites and they are independent businesses. 
By outsourcing part of the supply chain, responsibility also shifts from a single 
organisation to many more, depending upon the nature of the product market. Hence, 
the supply chain becomes more complex and culturally diverse. Christopher (1993) 
also stressed that it is the supply chain, which will bring true competitive advantage to 
companies, by satisfying customers' needs and lowering operating costs. 
Therefore the role of SCM is critical in managing issues that arise across 
organisational boundaries, improving corporate competitiveness and profitability in 
today's operating environment (BSR, 2001). Christopher (1998) emphasised that 
individual businesses no longer compete as solely autonomous entities, but rather as 
supply chains. 
The supply chain is often referred to as a value chain. A typical supply chain 
includes infonnation, funds and physical material flows, which run parallel to the 
value chain. A definition of SCM from Handfield and Nichols (1999) is: "Supply 
chain management (SCM) is the integration of the activities associated with the flow 
and transformation of goods from the raw materials stage (extraction), through to the 
end-user through improved supply chain relationships, to achieve competitive 
advantage. Material and information flow up and down the supply chain." (Handfield 
and Nichols, 1999). The diagrammatic presentation of the overall picture of the core 
functions of SCM includes an array of interdependent activities from sourcing and 
purchasing, production,-distribution and transportation, and sales that operate in the 
developed and developing world, as is shown in figure 2.1. Very often, offices in the 
developed world deal with research and development, sourcing and purchasing 
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function and sales to the consumers. Products are manufactured and packaged in the 
developing world and transported to the developed world. 
In the last 15 years, world economies have been urged to cope with the 
impacts of supply chain activities such as deregulation and the adverse impacts of 
social infrastructures in developing countries (Sethi, 2002). In a lot of cases 
Multinational Companies are regarded as weightless corporations since they are no 
longer the manufacturers of their products, but the promoters of their brands 
(Frankental, 2002). 
Indian agricultural society has undergone transformation from traditional 
agriculture of mere sustenance to realizing the optimum potential for 
commercialization and export- oriented agribusiness. At present, commercial 
agriculture em.phasizes on high productivity and the production is linked with 
markets. Indian farmers are trying to compete with global market. Many 
internationally reputed agri-business corporations either alone or through joint 
ventures have entered Indian agri-business which in turn has an impact on rural 
society in the form of employment opportunities, farmers empowerment, absorption 
of labour force, building economic base among rural folks resulting in better standard 
of living and to say least supporting the farmers welfare schemes run by Government 
of India. 
Agri-business has not only an impact on different areas of agriculture like food 
processing, horticulture and seed business but also encompasses every facet of our life 
directly or indirectly. Presently the Indian law does not allow selling outside the 
wholesale regulated market. Large distance and inadequate infrastructure, poor cold 
supply chains are additional barriers. In addition there are intermediaries, high cost of 
transport, post-harvest losses, lack of standardizations, grading, certification; 
unorganized sectors have limited bargaining powers. Indian food supply chain has 
plenty of constrains and opportunities for the small farm holders. 
2.2 Definitions, Attributes, Features and Needs of SCM 
The SCM paradigm has continued to change and evolve to fit the needs of the 
growing global supply chain. With the supply chain covering a broad range of 
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disciplines, the definition of what is a supply chain can be unclear. Often SCM can be 
confused with the term logistics management. CSCMP and the board of directors, 
comprised of industry experts, created official definitions for the following terms. 
Simple Supply 
Supplier Company • 0 — • Customer 
Extended Supply 
Supplier Supplier Supplier Supplier Supplier 
I 
Service Providers in 
areas such as: 
• Logistics 
• Finance 
• Market Research 
• Product Design 
Services 
Example of an Extended Supply Chain 
Product 
Designer 
Market 
Research 
^ ' ^ N T 
Raw 
Material Manufactur Distributor Retailer 
y \ / V '''*. \~ 
•*-*• 
Retail 
Customer 
Logistics 
Provider 
Finance 
Provider A • 
Business 
Customer 
Figure 2.1; Supply Chain Structure (Source- Hugos, M., 2006) 
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Besides the above some of the core factors a few more are given below which are 
responsible for the inefficient Food supply system and resulting in further loss of 
precarious resources: 
*l* Lesser control of product safety and quality across the supply chain 
<• Lack of transparency, tracking and traceability in the supply chain. 
<• Investment, benefits and risks not shared by all the partners in the chain 
<• Poor shelf life of products and lack of farmer 's awareness and knowledge 
••• Lack of storage and other post harvest facilities 
<• Absence of innovative technology including cool chain, poor and uneconomic 
handling, transportation, storage etc. 
<• Post harvest losses in food products 
In addit ion to above objective criteria the food industry also deserves a policy 
intervention and legal system for further improvement and deve lopment of food 
supply chain system. 
A few definitions of Supply Chain Management with reference to its 
boundar ies and relationships are as follows: 
S C M is an integrating fijnction with primary responsibili ty for l inking major 
business functions and business processes within and across compan ies into a 
cohes ive and high-performing business model . It includes all o f the logistics 
m a n a g e m e n t activities noted above, as well as manufacturing operat ions , and it drives 
coordinat ion of processes and activities with and across market ing, sales, product 
design, finance, and information technology. In the 1980s and 1990s m a n y firms 
cont inued to further integrate their materials management functions. A s it became 
clear that leading companies in this integration were able to increase their profits, 
m o r e firms began to adopt supply chain management practices. The network of 
organizat ions involved, through upstream and downstream linkages, in the processes 
and activit ies that produce value in the form of products and services in the hands of 
the ul t imate consumer . (Christopher, 1992) 
S C M is the delivery of enhanced customer and economic value through 
synchronized managemen t of the flow of physical goods and associated information 
through sourc ing to consumpt ion (LaLonde, 1994). S C M is the coordinat ion and 
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integration of all activities associated with moving goods from the raw material to the 
end user, for sustainable competitive advantage. This includes systems management, 
sourcing, production scheduling, order processing, inventory management, 
transportation, warehousing, and customer service. (Cooke, 1997) 
SCM embraces and links all of the partners in the chain. In addition to the 
departments within the organization, these partners include vendors, carriers, third-
party companies, and information systems providers (Quinn, 1997). SCM is a process 
for achieving a clear line of sight from the supply base to our customers, with buyer 
and seller working jointly to drive out non-value-added costs, improve quality, speed 
order fulfilment, and introduce new product and process technology. (Porter, 1997) 
The global network used to deliver products and services from raw materials 
to end customers through engineered flows of information, physical distribution, and 
cash. (Alberand Walker, 1998) 
SCM is the integration of key business processes from end user through 
original suppliers that provides products, services and information that add value for 
customers and other stakeholders. (Lambert, Cooper, and Pagh, 1998) 
The network of facilities and activities that performs the functions of product 
development, procurement of material from vendors, the movement of materials 
between facilities, the manufacturing of products, the distribution of finished goods to 
customers, and after-market support for sustainment. (Mabert&Venkataramanan, 
1998) 
Integrated SCM is a process-oriented approach to procuring, producing, and 
delivering products and services to customers and has a broad scope that includes sub-
suppliers, suppliers, internal operations, trade customers, retail customers, and end 
users. ISCM covers the management of material, information, and funds flows, (Metz, 
1998). 
SCM encompasses the planning and management of all activities involved in 
sourcing and procurement, conversion, and all logistics management activities. 
Importantly, it also includes coordination and collaboration with channel partners, 
which can be suppliers, intermediaries, third party service providers, and customers. 
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In essence, supply chain management integrates supply and demand management 
within and across companies. (CSCMP's Definition of SCM) 
Logistics (Agricultural) 
Manufacturing 
1 . • » -
'I y ^ i •V^ 
Consumer 
of production materials to the planning and control of work in process to the 
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warehousing, shipping, and distribution of the finished product. (APICS Dictionary, 
8th edition, 1995) 
SCM involves all activities associated with the transformation and flow of 
goods and services, including their information flows, from sources of raw materials 
to end users. For coordination to continue there is a need for metrics that can identify 
and capture chain-wide benefits and costs, an information sharing mechanism to 
distribute this data among chain members, and an allocation mechanism for 
redistributing the rewards of collaboration. (Ballou et al. 2000) 
SCM is a set of approaches to efficiently integrate suppliers, manufacturers, 
warehouses, and stores, so that merchandise is produced and distributed at the 
right quantities, to the right locations, and at the right time, in order to minimize 
system-wide costs while satisfying service level requirements. (Simchi-Levi, 
Kaminsky, &Simchi-Levi, 2000) 
2.2 Conceptual Framework and the Components 
The following definitions have aptly explained the conceptual framework of 
Supply Chain. 
"A supply chain consists of all stages involved, directly or indirectly, in fulfilling 
a customer request. The supply chain not only includes the manufacturer and 
suppliers, but also transporters, warehouses, retailers, and customers themselves..." 
(Chopra S., «feMeindl P., 2003) 
"SCM is the coordination of production, inventory, location, and transportation 
among the participants in a supply chain to achieve the best mix of responsiveness 
and efficiency for the market being served." (Hugos, M., 2006) 
SCM requires considering the organizational structure and idenfifying all the 
entities involved in manufacturing and shipping a product or service and connecting 
all of them with each other so that they can work efficiently as a team. This task 
involves gathering the customers, suppliers, shippers,and more recently competitors 
into a supply network for the most proper utilization of time and resources. 
According to Zuckerman, A. (2000), there are several key functions that make up the 
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supply chain. All functions have their own cycle times and all of them tend to achieve 
the cost containment. 
Purchasing of raw materials and components is the first and crucial step for the 
cost containment. Then comes the manufacturing process. Warehousing and shipping 
phase of the supply chain which is called as distribution or commonly called logistics 
_ often third-party logistics as much of this work is now outsourced to independent 
contractors. 
Then the transport and delivery stage of the goods and services, both the finished 
product to customers and retail outlets as well as shipment of materials required both 
supporting a company and manufacturing a product. 
2.3 The Modern Food SCM and Agro industrial environment 
in India 
High energy prices, poor harvests, crops failures, rising demands from growing 
populations, use of bio fuels and export bans have pushed up food prices. (DEFRA 
2008) The food supply chains aiming at maximising the 'value creation' are heavily 
reliant on imports and a multi-tiered supply chains. A simplified version of the food 
supply chain shown in Figure 2.1 above illustrates the number of entities involved in 
the process. The chain starts with a farmer using farm supplies like machinery, seeds, 
fertilisers, pesticides etc. The farmers then use logistics providers to transport the food 
either directly to the food processor or indirectly through storage and marketing via a 
cooperative group or consolidator. 
The involvement of the farmer is often limited up to the processor and does not 
extend down to the customer or even the distributor. This is very acute and significant 
in Indian context. 
The major forces affecting the traceability are identified by Roth et al. (2008) as 
globalisation, consolidation and commoditisation. Globalisation refers to the 
movement of the food supply chain model from regional, as witnessed few decades 
ago, to global in terms of both importing raw materials to reduce cost as well as 
exports of final products to increase revenue at all levels of the supply chain. 
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Consolidation refers to the growing trend amongst entities within the food chain to 
combine many food categories as well as levels of the supply chain in pursuit of 
higher margins. This has lead to the dominance of huge enterprises at each level. For 
example within retail, Tesco consists of 3278 stores worldwide and employs 440,000 
people; Cargill has diversified segments of farm supplies, marketer, storage and 
processing. It is currently the largest privately owned company in the US. It operates 
in 67 countries worldwide and employs over 160000 people. 
Lastly commoditisation refers to the distinction between food products as either 
value added or commodities. Value added goods are those where the specific nature 
of the food is of central importance to customers e.g. vegetables, certain meats etc. On 
the other hand commodity foods are undifferentiated goods e.g. grains. These 
compete mostly on price and are aggregated from multiple global sources and 
standardised. A simple food item like the Kellogg's nutria-grain bar may include 
ingredients from US, Italy, Scotland, Denmark, India, Philippines, and China. As the 
food supply chains become increasingly global the inherent risk arising from 
disruptions in supply, lack of traceability and limited accountability have brought 
supply chain risk management to the fore. 
2.4 Scope and Subject Matter of SCM 
The problems associated with supply chain result to wastage of almost one 
third of perishable food products. This is not only the state of developing economy of 
India but also the reports of U.S. food industry alone, which is estimated to waste $30 
billion annually through poor supply coordination, illustrate a significant potential for 
improvement. (Fisher 1999) 
The improvement in food SCM cannot alone be achieved through efficient 
logistics, or appropriate and advanced techniques, it requires substantial capital and 
knowledge deployment and information about the flow of products to markets. 
The modern food supply chain is assuming many roles traditionally associated with 
markets. The above diagram of food SCM has found their performance from a 
commercial and social point of view. Further it tries to find the scope and subject 
matter of SCM. From the above definitions it appears that little thought has been 
given to the role of government in food supply chains and the degree to which the 
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existing policy environment is appropriate for the productive growth of such chains. It 
needs to examine potential supply chain performance measures that might be used by 
policy makers, and the extent to which the appropriate information might be shared 
between the chain and government. The inclusive definition will present conclusions 
about necessary steps for policy development and for governments' relations with 
both firms and chains. Further research topics are to be identified in the area of 
functional food supply chain management and the role of government policy. 
2.4.1 Food Supply Chain Risks 
Despite extensive food safety legislation, increasing customer concerns and its 
consequential costs imposed on society as a result of frequent food safety and security 
scares has led to an increase in the focus on the causes, effects and prevention of 
hazards. Helen Peck (2006) in her report on business reliance in the food sector 
identified a big gap in the preparedness for business continuity management as very 
few companies had adopted a proactive or preventative stance to crisis management 
and operated mostly in the reactive mode. One of the conclusions of her report was 
that the drive for efficiency and the just-in-time philosophy used by the food industry 
has progressively reduced stock levels throughout the supply chain, with the resulting 
damage to its resilience when an emergency occurs. The consolidation of distribution 
networks by food manufacturers and the trend towards using 3PL (Third Party 
Logistics) providers, and reducing distribution sites means that the loss of a site due to 
events such as a fire or flood could also cause a disruption in the supply chain. 
Statistically such events are predictable but as shown by Peck (2006), many managers 
pointed out that the trend toward fewer and larger production and distribution sites 
meant that the potential impact was increasing. 
Supply chain risks have been classified by Kliendorfer and Saad (2005) in two 
broad categories. First, risk arising from the problems of coordinating supply and 
demand and second are risks arising from disruptions to normal activities. Christopher 
and Peck (2004) on the other hand categorise risks into five categories viz. Internal to 
the firm; Process, Control. External to the firm but internal to the Supply network: 
Demand, Supply. External to the network: Environmental. 
In her report for the Department of Food and Regulations Authority (DEFRA) 
Peck (2006) includes risks in the food supply chain under the following: product 
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contamination & recall, loss of access: protesters, loss of site, reduced capacity, loss 
of people, loss of supplier, contractual cover, dual sourcing and market forces. 
2.5 Factors Affecting Global Supply Chain Efficiency 
To gain the competitive advantage, the companies need to examine their 
activities in relation to the comparative advantages; this is available in different 
countries. Corresponding these activities and the sourcing decisions with the imposed 
conditions of any particular country can lead to gain in cost, quality, lead times and 
perhaps innovation (Prasad, S., and Sounderpandian, J., 2003). There are some factors 
that work through the supply chain areas of procurement, processing and distribution 
to influence the competitive strengths in cost, quality, lead times and innovation. 
These faictors can be categorized into three broad segments; viz. role of country, type 
of industry and the strategy of multi-national corporations (MNCs). . 
2.5.1 Role of country in promotion of Food SCM 
This segment consists of countries' endowment factors, cultural variations, 
arbitrage and leverage opportunities, government incentives and regulations. 
2.5.1.1 Endowment factors: Different countries may provide different kind of 
opportunities to gain the competitive advantages regarding this factor. Due to its 
primary, secondary and tertiaiy factors, a country might be a significant sourcing 
platform (Porter, 1986). Primary factors include accessibility of low-cost labour, 
proximity to raw materials and other natural resources (Kogut, 1985). Secondary 
endowment factors include the quality of the infrastructure (Nichols and Taylor, 
1995) for instance, the accessibility and reliability of telecommunications, ports, roads 
and airports. Access to skilled labour and scientific personnel relates to other 
secondary level endowment factors (Porter, 1986). Third level of endowment factors 
includes the country demands and operating conditions (Porter, 1986). India has 
definitely some advantage in the above context but definitely lacks seriously on some 
other front. 
2.5.1.2 Cultural variatlons:Wariations in cultural practices are responsible for errors 
in the communications between the various nodes in a supply chain (Murphy and 
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Dalenberg, 1989). So differences in social patterns, languages, norms and values etc. 
may influence the performance of global supply chain. 
2.5.1.3 Arbitrage and Leveragedn the arena of global supply chain, a company can 
gain the competitive advantage through arbitrage and leverage. A purchasing manager 
can leverage the changing exchange rates by sourcing from the countries with lower 
exchange rate. On the other hand, lack of harmonization of tax structures between the 
countries can provide opportunities to arbitrage tax regimes via transfer pricing and 
multi-channel remittances (Kogut, 1985). 
2.5.1.4 Government incentives and regulations:GovQmmQnt incentives and 
regulations cover a lot of factors that may influence the performance of supply chain. 
Government can provide some incentives to the MNCs to make the country a 
sourcing platform. To ensure the smooth supply chain process in the outsourcing 
operation, government can set up export processing zones to overcome many 
problems. Government incentives may include promotion of technology (Sum and 
Yang, 1993) and some kinds of subsidies as well. Regulations may vary from one 
country to another. They may cover the areas of tariffs, export requirements, import 
substitution impositions, custom duties, quotas, custom procedures, standards, labour 
requirements, etc. 
2.5.2 Industry 
Structure and management of a supply chain can be influenced by the type 
of industry. Factors affecting the supply chain efficiency include the amount of raw 
materials and their relative scarcity, value and cost of components, perishability of the 
products and the characteristics of the process employed (Prasad, S., and 
Sounderpandian, J., 2003). 
2.5.3 MNC Strategy 
The MNC strategies can influence the global supply chain through the 
following factors: 
2.5.3.1 MarketsiTor the competitive strategy, some factors should be assessed like 
market situation, rate of change toward a market economy, size of the market etc. 
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2.5.3.2 Transportation: In the global supply chain strategy, a company is required 
to explore some issues. They are cost, accessibility, shipping patterns, on-time 
performance, service, warehouse location, routing constraints, ratio of intra to 
intercompany traffic, types of transportation modes, carrier qualifications, intermodal 
systems etc. (Prasad, S., and Sounderpandian, J., 2003) 
2.5.3.3 Technology: For gaining the competitive advantage, MNCs employ advanced 
technology. Technological investment of MNCs can be in terms of machines and 
equipment or work methods (Sum and Yang, 1993). 
2.5.3.4 FinanciahBy having a number of suppliers in different countries and 
sourcing from lower rate countries, MNCs can take the advantage of the exchange 
rate because the currency value is fluctuating from one country to another in different 
times (Kogut, 1985b). A lot of such benefits may be invalidated by the restrictions on 
foreign direct investment, hard currency transfer, cost of capital, land transportation 
costs etc. 
2.5.3.5 Human resources:M^Cs need to evaluate its employees on a global scale and 
determine the level and type of education required. Training needs should include 
language and cultural knowhow, technical skills and documentation methodology. 
Other issues can be included like use of workforce teams, number of labour grades, 
number in staff positions (Schmenner, 1991) and the creation of new types of career 
paths. 
2.6 Nomenclature and key terms of SCM 
The vertical array of firms, activities, responsibilities, relationships, 
structures and functions that deliver food products and services to the consumer and 
beyond, is generally referred to here as the "food supply chain". It is also variously 
called the food commodity chain, value chain and marketing chain; as well as 
networks, webs, arrays and net chains. Although some well-constructed arguments 
identify differentiated attributes for some of these terms (e.g. Hanf and Dautzenberg, 
2006; Lazzariniet al., 2001); these terms are often used interchangeably. 
2.6.1 Distribution Resources Planning (DRP):lt is a computer-based management 
tool that allows a retail firm to determine what to order from its suppliers which is a 
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function of what it sells to retail customers. Such information is shared with the 
suppliers, so that they know, in turn, what to manufacture, and in what quantity. 
2.6.2 Just-In-Time: It is a management philosophy that consists of planning the 
manufacturing of goods in such a way that they are produced just before they are 
needed in the next step of the assembly process, in order to minimize the amount of 
inventory that a firm carries. The philosophy extends to supply parts that need to be 
delivered just before they are used in the assembly process as well. 
2.6.3 International Logistics'. International logistics is the process of planning, 
implementing, and controlling the flow and storage of goods, services, and related 
information from a point of origin to a point of consumption located in a different 
country. 
The example in the area of International Logistics is worth mentioning. Besides 
McDonald's there are some Indian firms also which got influenced in taking initiative 
to set up an efficient supply chain and deploy state-of-art technology. The above 
initiatives have changed the entire Indian fast food industry and raised the standards 
of performance to international levels. It has successfully integrated several actors 
from rural folk and provided new opportunities and prosperities. Following are some 
companies which have made significant contribution in the advancement of vertical 
integration. 
> ITCe-Chaupal 
> Mahindra Shubhlabh 
> Pepsi Go's 
> Trikaya Agriculture (Supplier of Iceberg Lettuce): 
> Amrit Food (Supplier of long life UHT Milk and Milk Products for Frozen 
Desserts) 
> Radhaknshna Foodland (Distribution Centres for Delhi and Mumbai) 
> Vista Processed Foods Pvt. Ltd. (Supplier of Chicken and Vegetable range of 
products including Fruit Pies) 
2.7 Value Chain and Value Network Logics 
Managing Supply Chain Relationships (SCRs) is a strategic chore that can add 
to the competitive strength and profitability of individual firms as well as of the entire 
chains (Christopher, 1998). But in spite of the accepted importance of SCRs, little is 
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known about the determinants of success and failure (Halt, 2002).Reports that the 
U.S. food industry alone is estimated to waste $30 billion annually through poor 
supply coordination illustrate a significant potential for improvement. (Fisher, 1997) 
Porter's v^ 'ell-known Value Chain Model (VCM) and the corresponding idea 
of value systems have deeply influenced the understanding of how SCRs work 
(Porter, 1985). These models have formed managerial thinking about such strategic 
issues as value creation, coordination and positioning. Though, while the Value Chain 
Logic (VCL) is found as representing a strong and suitable logical means for such 
areas as corporate strategy, it is also supposed to limit complete understanding of how 
knowledge and service based business systems function. VCA is a current 
contribution to strategic management theory by Stabell and Fjeldstad, which both 
introduces the well known VCM and also incorporates an appealing option in the 
Value Network Model (VNM) (Stabell, 1998). It handles with firm level disparities in 
terms of value creation, and provides an alternative understanding of the knowledge 
and service based activities which are vital to well functioning SCRs. VCA has never 
been systematically practiced to understand either supply chains or supply networks, 
two important representations of SCRs, though its basic advice advocates that the 
value chain/ value systems arguments alone can provide only limited understandings 
of SCRs. The consequences of a VCA to the management of SCRs, focusing on 
supply chain value creation, supply chain structures, supply chain interdependencies, 
supply chain coordination and supply chain positioning. 
The above claim is part of a current stream of research on value creation and 
business development in inter firms relationships and network settings (Hinterhuber, 
2002). Specifically it relates to preceding work on SCM, industrial networks and 
strategic supplier networks (Johanson, 1992). It shares the apprehension expressed in 
the supply literature that the simple linearity of the traditional supply chain logic may 
hide levels of complexity that have to be addressed in managing SCRs. (Cox, 1997) 
2.7.1 Value Creation Logics Compared 
The Value Chain and Value Network models need to be compared in this 
context which is given below: 
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2.7.1.1 The Value Chain 
The original focus of Porter's value chain firm (see Figure 2.3) was that the firm 
transfers raw materials into relatively standardized, physical products, where the value 
of the product in the market is the medium that makes difference from competitors' 
product. 
SUPPORT 
ACTIYITIES 
PRIMARY 
ACTNTTIES 
Firm infrastructure 
Human resource management 
Technology development 
Procurement 
Inbound 
logistics 
Operations Outbound 
logistics 
Marketing 
& Sales 
Service 
Margin \ 
Figure 2.3: The value chain. (Source: M. Porter, Competitive advantage (The 
Free Press, New York 1985)) 
The process focus in traditional SCM makes it natural to concentrate on 
activities such as the optimization of production and operations as a key reason of 
value, and this focus corresponds well with the VCM. Christopher (2002) 
2.7.1.2 The Value Network 
Contrarj' to this model, the VNM categorizes more precisely the activities of 
those agents such as Logistic Service Providers who act as mediators, creating value 
principally by connecting clients or customers who are or wish to be interdependent. 
Such agents rely on a mediating technology to manage and coordinate in standardized 
ways of operations linking multiple clients who are distributed in time and space (see 
Figure 2.4). Stabell and Fjeldstad (1998) note that primary activities for such 
mediating firms are: 
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SUPPORT 
ACTIVITIES 
Firm infrastructure 
Human resource management 
Technology development 
Procurement 
PRIMARY 
ACTIVITIES 
Networl< 
promotion 
& contract 
management 
Service 
provisionmg 
Infrastructure 
operation 
Figure 2.4: The value network (Source: C. Stabell and 0.D. Fjeldstad, 
Configuring value for competitive advantage: on chains, shops and networlis, 
Strategic Management Journal, 19(5), 413-437 1998.) 
2.7.2 Value Creation, Supply Chain Structures and Interdependencies 
In the supply chain literature SCRs are characteristically represented in supply 
chains, depicted as the flow of goods from the manufacturer to the warehouse, from 
there on to meet retailers' orders and finally to the consumer (Lamey, 1996). This 
structure is backed by information and financial flows. 
2.7.2.1 Coordination and Positioning'. Coordination mentions to the pattern of 
interactions, decision-making and communication that takes place amongst the firms 
involved. The harmonization of interdependent materials, information and financial 
flows eases value creation among participating firms. SCR efficiency is attained 
through information sharing and good coordination. (Romano, 2003) 
2.7.2.2 Different Supply Network Perspectives: VCA is not alone in contributing a 
networked view of SCRs. This section reviews two complementary viewpoints on 
networks - industrial network research (INR) and research on strategic supplier 
networks (RSSN) (see Johanson and Mattsson, 1992) - in line with the issues of 
concern, i.e. value creation, supply chain structures, supply chain interdependencies, 
supply chain coordination and finally supply chain positioning. Table 2.3 indicates 
these matters and also presents a comparative summary of the insights provided by 
VCA. 
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2.7.2.3 Vertical Integration: The degree to which a firm owns its upstream suppliers 
and its downstream buyers isreferred to as vertical integration. It is also referred to as 
an approach for increasing ordecreasing the level of control which a firm has over its 
inputs and distribution ofoutputs. Vertical integration is of two types: Backward 
Integration and Forward Integration. Afirm's control of its inputs or supplies is known 
as: backward integration. A firm's controlof its distribution is known as: forward 
integration. 
The strategic reasons for opting for a vertical integration strategy have 
changed over theyears. During the 19th century, firms used vertical integration to 
achieve economies ofscale. During the middle of the 20th century, vertical integration 
was used to assure asteady supply of vital inputs. In some cases, the theory of 
transaction cost economics wasapplied to backward integration or forward integration, 
as a means to total cost reduction.That is, it was cheaper for a firm to perform the role 
of suppliers and distributors than tospend time and money to interact with such 
parties. Subsequently, in the late 20thcentury, competition intensified in most 
industries. Corporate restructuring resulted invertical disintegration by reducing the 
levels of vertical integration in large corporations. 
Multiple factors contribute to the establishment and condnued existence of 
large integrated firms despite inherent inefficiencies. These can be described in terms 
ofreduced costs, weak supply networks, increased market power, and government 
policy.These factors are important during the early stages of an industry. 
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a: A conventional value chain based illustration of SAL's supply relationships 
> 
> 
> 
> 
> 
> > 
> 
> 
> ^CI> - ^ E_> - - ^ L > 
Manufacturers Importers Warehousing 
Distribution & 
Finance Services 
Retailers 
b: A value configuration illustration of SAL's supply relationships 
Manufacturers N 
Inbound 
Logistics 
Warehousing 
Outbound 
Logistics 
z> Value Network Logic 
Value Chain Logic 
Payment Flow 
Information Flow 
Physical Flow 
Figure 2.5a and 2.5b: SAL's supply chain relationships 3a: A conventional value chain 
based illustration of SAL's supply chain relationships, 3b: A value configuration 
illustration of SAL's supply chain relationships. 
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2.7.3 Drivers of Vertical Integration 
Supply network flows 
Importers 
Outbound 
Logistics 
Firm infrastructure 
Human resource management 
Technology development 
Procurement 
Network 
promotion 
& contract 
management 
Seivice 
provisionmg Infrastructure 
operation 
Figure 2.6: An example of value logic interaction - value network interpretation 
of the value chain's outbound logistics. 
2.7.4 Cost Reductions 
Integrated firms have a cost advantage over smaller firms by avoiding 
transaction costs inimperfect markets, particularly during early stages of market 
development. Vertically integrated firms also benefit from reduced costs through 
economies of scale,improved capacity utilization, decreased labour costs, lower raw 
material procurementcosts etc. The highly integrated Ford motor company utilized 
economies of scale toprovide better value at lower prices to achieve market 
dominance. And large integratedtextile firms in America in 1800's were better able to 
obtain stable supplies of reliableyarn then smaller scattered firms. 
2.7. J Government Policy 
Large integrated firms influence and benefit from government policies. In 
the earlystages of industrial development capital, labour and product markets as well 
as regulatoryenvironment are poorly developed and hence governments have greater 
control over theallocation of resources. Larger firms in such emerging markets benefit 
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from governmentpolicies and gradually become more vertically integrated and 
horizontally diversified. 
Large vertically integrated firms are likely to emerge in high scale economy 
industries, in situations where premium products are being pioneered. Because it can 
have a significant impact on a business units' position in its industry withrespect to 
cost, differentiation, and other strategic issues, the vertical scope of the firm isan 
important consideration in corporate strategy. 
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CHAPTER III: LITERATURE REVIEW 
The present research adopts a focus on the model-based literature scanning 
that addresses the current "supply chain practices" and problems encountered by the 
entrepreneur, policy makers as well as farming communities. An alternate term in the 
research literature is "supply network design" used by some authors to signify that 
supply structures are often more complex than that suggested by a chain. The present 
work has used these and other related keywords, and a limited review to articles that 
describe Agro Supply Chain Design Models. Food Supply Chain Design Models and 
practices are in a special class and distinct from general Supply Chain Design Models, 
due to the differences in cost structure, perishability, short shelf life and complications 
of intrastate, interstate and international logistics. The above activities involved 
interface of several legal setups, laws and by-laws, often overlapping and confusing in 
nature. These complexities further make the condition of food supply chain retarded 
and pathetic. With the above problems in mind, extensive research scanning was 
conducted by using library databases covering the major journals in management 
science, law, agriculture, and operations management. 
This chapter reviews the recent conceptual literature concerning the concepts, 
theories, and the empirical literature consisting of studies made earlier on selected 
issues that need to be considered in designing policies and programs to improve SCM, 
Food SCM, and Backward Integration Strategy for Food Processing Firms, Policy and 
Legal Frameworks in India. 
The thesis has made reviews of recent published literature on selected issues 
that need to be considered in designing policies and programs to improve farmer-to-
market linkages in Indian agricultural setup. Since the "Green revolution" has 
received wide attention in the professional and popular press in the early 1980s, this 
study starts with a careful review of that literature, further taking into consideration 
the effect of post liberalization era of 1990 onwards. Yet expectations regarding the 
role of Foreign Direct Investment (FDI) in organized retail, Contract farming and 
deregulation of food supply policy remain controversial and debatable. The above 
apprehension has arisen due to lack of awareness on the part of Indian population in 
general and policy makers in particular. 
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The present study has made review of relevant published studies which have 
came up with pertinent findings in the area of agricultural linkages and sound policies 
for the law makers as well as administrators. Given the rapid pace of change in 
marketing systems in developing countries, primary emphasis is placed on researches 
since 2000. The literature review has been presented in the order of the following 
subject areas: 
(1) SCM 
(2) Legal Policy and the Modern Food SCM 
(3) Practice of Contract Farming in India 
(4) Strategic advantage of Food SCM and Backward Integration 
(5) Government's Role in Promotion of Agriculture and Agribusiness 
(6) Public Distribution System (PDS) and Food Security 
(7) Environment Friendly Food SCM 
After the review of the researches in the above subjects, the research gap has been 
identified. 
3.1 SCM 
Some important writings in the subject area are Reardon and Timmer (2006) 
on retail modernization. 
The study of SCM is intrinsically collaborative (Bowersox et al. 1999), a cross 
channel, in-depth case study allows analysis at multiple layers within the chain and 
provide insight into human behaviour in the natural environment (Scandura and 
Williams 2000). Bedsides the above approaches, the area involves multidisciplinary 
and inclusive treatment. 
Firstly, the model of supply chain as advocated by the Porter (1998), who 
describes the present business model saying single companies are not able to survive 
on their own; they can survive only as part of the supply or value chain in an 
increasingly competitive business environment. Christopher (1993) also stressed that 
it was the supply chain, which would bring true competitive advantage to companies, 
by satisfying customers' needs and lowering operating costs. Therefore the role of 
SCM is critical in managing issues that arise across organisational boundaries, 
improving corporate competitiveness and profitability in today's operating 
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environment (Wood, 1997; BSR, 2001). Christopher (1998) emphasised that 
individual businesses no longer compete as solely autonomous entities, but rather as 
supply chain. 
Secondly the definition of SCM is taken from Handfield and Nichols (1999) 
who have laid stress on material and information flowing up and down the supply 
chain, while Christopher (1992) has emphasised the role of upstream and downstream 
linkages, in the processes and activities that produce value in the form of products and 
services in the hands of the ultimate consumer. Porter (1997) has developed a model 
on the lines of improving quality, speed order fulfilment, and introduce new product 
and process technology. Ayer (2000) has explored the SCM in more than the physical 
movement of goods from 'earth to earth.' It is also information, money movement, 
and the creation and deployment of intellectual capital. 
Particular attention was given to the economic issue of firm objectives and the 
advantages of complying with the legal policies of states. Additionally, the issue of a 
food processing firm's vertical and horizontal size, the boundaries between a firm and 
its customers and suppliers, was addressed. Need and advantages of backward 
integration as a strategic tool for the benefits of food processing industries are 
focussed. An important concern in Indian agriculture is that while "front end" 
activities including wholesaling, processing, logistics, and retailing are rapidly 
expanding and consolidating, the "back end" activities of production agriculture have 
been continuously fragmenting as mentioned by Gulati (2008). 
The challenges and the opportunities lie in linking the two ends and ensuring 
viable business opportunities for both farmers and agri-businesses, which will further 
strengthen the food sustainability of India in particular and global community in 
general. 
Following this, the literature on strategy was reviewed. This literature builds 
upon the economics of industrial organizations while incorporating ideas from 
business management fields such as marketing, finance, and organizational behaviour. 
The SCM literature was then reviewed. SCM is a combination of strategy and logistic 
concepts. 
The nature of a firm is impacting the authority and ability to resolve problems 
between activities arising from unforeseen contingencies when a contract was made 
(Tirole, 1993). Similarly, large multi-divisional firms are often legally a single entity. 
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but actually function as separate firms in their operations and management. This 
raises the issues in the managerial accounting field where practical analytical tools for 
achieving profit-maximizing behaviour are developed. 
3.2 Legal Policy and the Modern Food SCM 
The SCM literature defines a Supply Chain as a set of facilities, technologies, 
suppliers, customers, products, and methods of distribution (Arntzen et al., 1995). 
However, the basis of SCM is logistics as opposed to accounting or strategy. Logistics 
has been defined as the process of planning, implementing, and controlling the 
efficient, cost-effective flow and storage of raw materials, in-process inventory, 
finished goods, and related information from point-of-origin to point-of-consumption 
for the purpose of conforming to customer requirements. (Lambert and Stock, 1993) 
Logistics is the mechanism allowing a supply chain of multiple entities, whether 
divisions within the firm or entirely separate legal entifies, to be managed as a single, 
profit maximizing firm. 
Although the strategic concept of a value-chain and the logistics concept of 
SCM appear to be very similar, there are notable differences. Logistics is the efficient 
coordination of material and information flows between customers and suppliers in a 
supply or value-chain. Strategy exploits and configures relationships among players in 
the value or supply chain to achieve sustainable competitive advantage. Engaging in a 
logistics strategy of SCM is an overt strategic choice by a firm to change its value-
chain. A fundamental barrier to the application of SCM, as well as other new 
managerial techniques, is the traditional organization of most firms (Sloan, 1989). 
Firms and supply chains are made up of separate production, distribution, and sales 
organizations often with conflicting objectives. To alleviate these conflicts, firms and 
managers must view their activities as a continuous flow of both products and 
information with the focus being to accelerate them (Sloan, 1989). This focus on 
product and information flows is often depicted through the concept of a pipeline. 
Scott (1995) has carried Research on marketing of smallholder crops in 
developing countries which has traditionally been strongly supply-driven, focusing 
attention on 'finding market outlets while paying scarce attention to consumers' 
demands. Most early studies on international trade refer to coarse grains and staples 
and focus on the efficiency of traders and collectors networks. Chain cooperation was 
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usually limited to the delivery contracts, considering external relations within the 
framework of interlocked transactions and sub-contracting arrangements (Glover 
1990; Key and Runsten 1999). 
3.3 Practice of Contract Farming in India 
There have been some studies of the contract farming system in India recently. 
Describing mainly the contract system and operations of the companies, most of the 
studies have looked at the economics of the contract farming system in specific 
crops, compared with that of the non-contract situation and/ or competing traditional 
crops of a given region, e.g. in gherkins (hybrid cucumber) in Tamil Nadu 
(Chidambaram, 1997), in Karnataka (Subrahmanyam, 2000), Andhra Pradesh (Haque, 
1999; Dev and Rao, 2004), in tomato in Punjab (Bhalla and Singh, 1996; Haque, 
1999; Rangi and Sidhu, 2000), and in Haryana (Dileep et. al., 2002). It is found that 
contract production gave much higher (almost three times) gross returns compared 
with that from the traditional crops of wheat, paddy and potato in case of tomato 
(Bhalla and Singh, 1996; Rangi and Sidhu, 2000), and tomato and onion in the case of 
gherkin (Chidambaram, 1997) due to higher yield and assured price under contracts. 
Besides the above kinds of studies, a wide definition of contract farming is provided 
by FAO typically flexible enough to match to any kind of contract farming scheme, 
which seems to be the most officially used categorization in the literature. 
Dr. Sukhpal Singh (2000) has suggested various institutional mechanisms for 
agricultural development in India. In his paper published under the title 
"Understanding Practice of Contract Farming in India: A Small Producer 
Perspective", he examines the nature, problems and potential of contract farming (CF) 
in India from the perspective of small and marginal producers, under commercialized 
and globalised agriculture as small farmers with holdings of less than 2 ha accounted 
for 82 percent of all operational holdings in 2000/01, and 39 percent of the total area. 
Contract farming figures are given as an institutional arrangement for agricultural 
development in the fields of inputs, product exchange, and product upgrading, the last 
referring to research and innovations (Christensen, 1992). 
43 
Literature Review 
3.4 Strategic advantage of Food Supply Chain and Backward 
Integration 
Referring to meeting Quality Requirements by using contracts, Henry, 
Rachael E. Goodhue, and Leo K. Simon (2011) write that often processors and other 
buyers want the agricultural output they purchase to possess specific quality 
attributes. This can be met with the use of Contract Farming. 
There is a rich, interdisciplinary literature devoted to managerial decision 
making. The notion of firm strategy surfaced about 20 years ago as a factor to 
consider when evaluating decisions (Shank and Govindarajan, 1993). Strategy 
became the fundamental ingredient for evaluating firm decisions as a result of Porter's 
(1980) work. Elevating the importance of strategy, Porter (1980) argued that non-
quantifiable strategic concerns often are more important than quantifiable costs and 
benefits derived from cost analysis or managerial accounting data. Porter successfully 
rooted strategic analysis into firm decision-making. 
The value-chain concept and its strategic role were also introduced by Porter 
(1985). A value-chain represents the collection of activities that firms perform in 
different functional areas. Porter (1985) also argued that one firm's value-chain is 
linked with value-chains for its buyers and suppliers. This established the notion that a 
firm, legally defined, does not operate as an isolated entity. To be successful, a firm's 
strategy must consider buyer and supplier relationships. Furthermore, competitive 
strategy, whether deliberately chosen or not, should enhance the entire supply chain to 
achieve a sustainable competitive advantage. 
The literature review has expanded on Porter's ideas of the value-chain. Oster 
(1994) includes the industrial organization field's notion of vertical linkages. 
According to Oster (1994), firms have incentives to develop vertical linkages which, 
in effect, extend the firm's managerial boundaries. These incentives include taxes and 
regulatory issues, transaction-cost savings opportunities^ and improved access to 
information. From a strategic perspective, information access and transaction costs are 
the relevant issues. A successftil vertical linkage does not require or imply ownership. 
It does, however, require profit maximizing behaviour across the relationship. In other 
words, the vertical relationship must be managed as if it were a single firm regardless 
of the equity stakes. 
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A pertinent point for contract farming to be more successful as a mechanism is 
desirable only if the crop is perishable, non-bulky, perennial in nature, needs heavy 
processing and strict quality adherence as mentioned by Goldsmith (1985). 
Further the Food Processing Demand Drivers is illustrated in figure 3.1 below, which 
is developed in line with the drivers of SC Model 
Increasing 
Urbanisation -
Lifestyle and 
Aspirations 
Increasing spends 
on healtlny foods 
Changing 
demograplnics - Rise 
in disposable 
Increasing Nuclear 
Families and. Working 
Women 
Demand for 
Functional Foods 
.'Organised Retail and 
[Private Label Penetration 
Figure 3.1 Food Processing Demand Drivers 
3.5 Government's Role in Promotion of Agriculture and 
Agribusiness 
Gulati (2005) attributes the success of Green revolution in India to the price 
incentives provided to farmers, the dynamism of the national research system and the 
availability of credit and inputs such as improved seeds, canal irrigation and fertilizer. 
The success of this coordinated approach demonstrated that even in a country as 
diverse as India, the government can play an important role in setting the agriculture 
sector on a high growth path. The role of government is further laudable in promotion 
of agro processing industry. 
A recent study (World Bank 2005) draws attention to the concentration of 
benefits of Minimum Support Price (MSP) announced by the government of India in a 
few states where wheat and rice procurement was high. Nonetheless, food security 
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and hunger remain a problem particularly in rural areas and in less-advanced states. 
Besides, under nutrition of children continues to be pervasive with 53.2 percent of 
children under five falling in this category by international standards (World Bank 
2006). 
Jackson(2006) has synthesized various chain-relevant views in terms of their 
impact on government policy and vice-versa. Although much of the contemporary 
research addresses market failure and the associated role of government towards the 
firm and the market, the above subject and the backward linkages of food processing 
organizations have rarely been addressed in the context of supply chains. 
Cramer (2005) reports on a survey of multinational firms that sought to 
impose corporate social responsibility throughout their supply chains. Firms reported 
that the first step in doing so was identifying the supply chain, and that this was easier 
for firms sei^ ving niche markets than "mainstream" markets. Subsequent steps 
involved formulafing and imposing standards on 
suppliers, which was again easier in differentiated markets. Cramer, J.M. (2005) also 
concluded that agro-food supply chains were easier to identify and standardize than 
industry-based ones, due to ease of tracing back to the raw material.Third party 
certification services play a significant role in Cramer's sample of firms, particularly 
in differentiated product delivery. However, the causality is not clear, in that 
differentiation may indeed be enabled by certification, rather than inviting it as an 
improvement in SCM. 
3.6 Public Distribution System (PDS) and Food Security 
The concept of food security is heavily depending on the government food 
policy and advancement in technology of food supply. Further the concepts of food 
security have undergone considerable modification in recent years. Food buffer stock 
and stability in supply are considered good measures of food security till the seventies 
and achievement of self-sufficiency was accorded high priority in the-food policies of 
India. 
Food consumption and calories intake of the weaker section groups is now 
given paramount importance in assessing food security. Historical Evolution of food 
security and evaluation of the concept of buffer stock policy and its implications, have 
been studied by Acharya K.C.S. (1983). The above study has covered various issues 
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relating to provision of food security system in India. It was noted that price 
stabilization was beyond the capability of the buffer stock policy, and therefore 
suggested to include coarse grains in the buffer stocks. But it is not practicable of their 
high preservation costs in the warehouse. 
3.7 Environment Friendly Food SCM 
A number of authors have referred to the green supply chain over the past 
decade due to emerging environmental management topics. The growth in this green 
supply chain literature extends back to the early 1990s with the advent of corporate 
environmental management, environmentally conscious manufacturing strategy, and 
SCM literature (Zhu and Sarkis, 2006). Holt and Ghobadian (2009) examined the 
level and nature of greening the supply chain (SC) in the UK manufacturing sector. In 
addition the work explores the driving forces behind environmental behaviour, the 
specific management practices that result, and the relationships between them. Hu and 
Hsu (2010) explore factors that are critical for implementing green supply chain 
management (GSCM) practices in the Taiwanese electrical and electronics industries 
relative to European Union directives, and extract 20 critical factors along four 
dimensions (supplier management, product recycling, organization involvement and 
life cycle management). 
Trowbridge (2001) distinguished between internal and external drivers for the 
implementation of GSCM at a chip manufacturer. Internal drivers include the 
willingness to improve risk management due to potential interruptions in the supply 
chain, and the collaboration with suppliers to find alternative materials and equipment 
that minimi2'.e environmental impacts. External drivers include customers, investors 
and non-governmental organizations. 
Rao (2007) investigated the concept of greening the supply chain initiative in 
the Philippine context with the help of an empirical survey. This work provides 
insight into how the Philippine SME population is dealing with environmeiital matters 
in a generic sense. Reinhardt (1998) observed that ultimately environmental quality 
can only be ensured through governmental regulatron, as the environment is a public 
good. People and especially companies will not spend any more on environmental 
issue than is required to achieve their own maximizing economic goals, as these 
investments would not benefit themselves in total. So the need for green practices is 
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often not just a matter of choice, but is required by law. Lee and Rhee (2007) 
developed four types of environmental strategies: reactive, focused, opportunistic, and 
proactive. FLeactive strategies are applied for low levels of environmental 
responsiveness, focused strategies are applied for high levels of environmental 
management, opportunistic strategies are applied for a medium level and proactive 
strategies are applied to the latest environmental practices. Hervani et al. (2005) 
identified more than 40 metrics to measure the environmental performance of a 
company, ranging from air emissions to energy recovery and recycling. 
Vachon and Klassen (2006) extended the "collaborative paradigm" proposed 
by a number of experts like Dyer and Singh, (1998); ChenandPaulraj, (2004); Cachon 
and Fisher, (2000); Lee et al., (2000) beyond a supply chain score operations. They 
divided green practices into two dimensions of environmental collaboration and 
monitoring. Pun et al. (2002) investigated the critical processes and factors that affect 
Environmental Management System (EMS) planning and proposed a five stage EMS 
planning frame work starting from strategy formulation to system implementation and 
evaluation. 
Holt et al. (2001) identified seven categories of green supply chain initiatives 
for improving an organization's environmental performance: governments, trade 
associations and sector bodies, partnership groups, individual companies, business 
support organizations, not-for-profit green business-support organizations, and green 
business clubs. Bowen et al. (2001) analyzed the relationship between supply 
management capabilities and green supply practices and identified internal drivers for 
implementing green supply policies (strategic purchasing and supply, corporate 
environmental pro activity, and supply management capabilities). Bowen et al. (2001) 
also analyzed implementation patterns of green supply and found three types of green 
supply, including product based green supply and advanced green supply. Ravi and 
Shankar (2005) analyzed the barriers of reverse logistics activities using the 
Interpretive Structural Modelling (ISM) methodology. Kannan et al. (2008) proposed 
an integrated model which analyzed and selected green suppliers based on their 
environmental performance using ISM and Analytic Hierarchy Process (AHP) 
modelling 
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They concluded that adoption of GSCM practices in different industrial 
contexts is not uniform across the four industries. Sheu et ai. (2005) proposed a multi 
objective programming model which optimizes the operations of both forward 
logistics and corresponding used-product reverse logistics in a given green-supply 
chain and presented a case study in which the proposed model improves the aggregate 
net profits by 21.1%. Sarkis (2003) presented a strategic decision framework to 
evaluate Green Supply Chain alternatives using an analytical network process. 
Walker et al. (2008) reviewed the literature and identified the factors that drive 
or hinder organizations to implement green SCM Initiatives; these include internal 
drivers such as organizational factors, and external drivers such as regulation, 
customers, competitors, society and suppliers. Based on interviews conducted at 
seven different private and public sector organizations, they further identified the 
internal barriers such as cost and lack of legitimacy, as well as external barriers such 
as regulation, poor supplier commitment and industry specific barriers. Rao and Holt 
(2005) observed that greening different phases of the supply chain leads to an 
Integrated Green Supply Chain, which in turn leads to competitiveness and better 
economical and operational performance. Lee (2008) identified the main drivers for 
companies to participate in GSCM practices as buyer influence, government 
involvement and green supply chain (GSC) readiness. Wee and Quazi (2005) 
identified seven critical factors in their research into environmental management: top 
management commitment; total involvement of employees; training; green 
products/process design; supplier management; measurement; and information 
management. 
3.8 Research Gap 
It is quite clear that the studies reviewed so far in the field of Food SCM 
and their legal aspects through backward integration have although covered ^ 
different aspects but are very limited in number. Majority of these studies 
referred to were either related to some aspect of Food.SCM in general or about 
a particular Food SCM in a state of the country. None of the study, so far 
reviewed, was specific in discussing different ways of adding value in the Food 
SCM through backward integration and improving the legal setup in the given 
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state of affairs. In view of tiie limitations of the studies and tiie developments 
that have recently taken place at the national and international level, a new set 
of studies are needed to explore the emerging opportunities through Food 
supply chain. There remains a wide gap for taking up fresh research in the area 
of Food supply Chain Management for Backward Integration especially in the 
present context for policy interventions and reform in the legal framework. 
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CHAPTER IV: RESEARCH METHODOLOGY 
4.1 Research Strategy 
In the face of rapid transformation undergoing in the society, conventional 
methods used in research for the study of any given problems may not be adequate. 
To address issues related to persistent pockets of poverty, inequity and wastage of 
food due to poor SCM consistent objectivity, clarity, and accuracy is required. There 
is a need for fresh perspective, taking into account domestic changes as well as the 
regional impact of some countries and trade blocks' rapid growth. In the light of the 
above problems the methodology for the present research work has been adopted to 
suit the scenario. 
The role of systematic research in several fields of applied agriculture whether 
related to Management or to Law as a whole, has greatly increased in modern times. 
The increasingly complex nature of business and government has focused attention on 
the use of research in solving strategic, operational and policy problems. Research, as 
an aid to agricultural policy, has gained added importance, both for government and 
business strategists. 
The present research work in the area of Food SCM provides the basis for 
nearly all the government policies in agricultural system. For instance, government 
budget allocation rests in part on an analysis of the needs and expectations of the 
people and to further enhance the welfare of the people; and this requires availability 
of surplus revenue to meet these needs. This mammoth task of optimisation of scarce 
resources presses the need for systematic research. 
In addition to the extensive literature review on the subject matter of Food 
SCM and backward integration and its implication on the policies and legal 
frameworks, a multi-functional approach involving both legal and managerial case 
studies has been used to gain insight into SCM strategies. This triangulation approach 
- literature review, survey at secondary level, and case studies provided an 
opportunity to develop a broad-based understanding of the variables and their 
relationships associated with Food SCM. It also helps for better implementation Food 
SCM with special references to backward integration and evolving strategies and 
exploring innovative, leading-edge SCM practices. 
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4.2 Design and Approach of Research Work 
The present research works' design has taken into consideration the 
following exhaustive diagram of research process. The approach of current research 
work is also depicted to a large extent in the following Figure 4.]. The present 
research is predominantly based on secondary information and occasionally drawing 
information from the primary research also. 
Dala Collection 
Methods 
Figure 4.1: Overview of Research Design (Source: Research Methods for 
business studies. Saunders, Lewis &Thornhill, (2003) 
As there are two basic standard approaches to research, viz., Quantitative 
Approach and Qualitative Approach. The former involves the generation of data in 
quantitative form which can be subjected to rigorous statistical analysis in a pre-
defined fashion. While Qualitative approach to research is concerned with a 
judgemental assessment of policies, impacts of welfare schemes, attitude, opinions, 
and behaviour and so on. Qualitative research method is found to be more appropriate 
and therefore applied in the present research when variables producing an outcome 
are contextual or variables in the study are not uniform in their relationships and 
hence not facilitating numerical analysis. 
Research work which involves 'Case Studies' there are no hard and fast rule to 
follow any particular method in it (IVlerriam, 1994 in Brask, C, Jonsson, T., 2002); 
but choosing a method depends on the nature of problem, and the way data and 
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findings are analyzed and generalized (Behumi, V., Holten, C, 2004). The 
information pertinent to the subject matter is studied to analyze and interpret to test 
the findings of investigation rationally in contrast with the understanding we 
developed in the frame of reference. The present study has tried to outline a 
substantial part of the problem and its implications through logical generalization and 
for doing this, Qualitative Method is chosen. The reason for choosing Qualitative 
Method is to see more consistency in the study. The study has utilized the common 
sense and logic in analyzing the findings to draw conclusions and has tried always to 
be free from emotional predetermined conclusions. 
In other words, rational analysis and suggestions made in the present work 
are guided by intellect or formal judgment and are "distinguished from experience or 
emotion" of individuals for the sake of rationality and objectivity. 
Generally, in a qualitative case study, data are gathered through interviews 
(Merriam, 1994 in Brask, C, Jonsson, T. 2002), the present study is however based 
on secondary sources like published reliable material which is reflected in research 
work. The data collection and data analysis methods have not used any complex 
statistical procedure; since the present study is qualitative. 
4.3 Scope of the Present Study 
The issues which come under scrutiny and form the subject matter and scope 
of the present research methodology are as follows: 
1. Developing better understanding of the Agro produce and the market. 
2. Formulation of conditions for development of agricultural markets and marketing 
infrastructure including e-marketing and assessment of trading performance. 
3. Application of international codes and standards (CODEX, HACC, and EU 
standards). 
4. Standardizations for food safetj' and quality assurance. 
5. Developing strong relationships among the farmers, agri-businesses, corporate 
houses, researchers and government agencies for smooth functioning of the Food 
Supply Chain in India. 
6. Encouraging private investment in processing, market infrastructure, market 
developments and value addition. 
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The scope of the present research work is to suggest mechanism for resolving 
all or some of the above constraints by means of encouraging farmer-industry 
cooperation and by way of adopting appropriate contract farming systems, 
establishment of agro-industrial cooperation, improvement of cold storage and 
infrastructural amenities, involvement of information technology and facilitating the 
farmers' empowerment. 
The study specifically discovers the potential of Food SCM for backward 
linkages with special reference to Contract Farming and the policy framework under 
which the involved parties are operating. The legal implications for the concerned 
states and non state stakeholders come under scrutiny. Further it is intended to 
develop understanding of area as it is now and its growing importance due to the 
diversification of Indian economy. In the light of above aspects the study is expected 
to go a long way to develop further research roadmap and influence the policies and 
decision making at strategic and operational level. 
4.4 The Problems Associated With the Areas of Study and Present 
Research Work 
Following are some of the problems associated with food production and 
distribution which indicate that agriculture sector deserves an urgent attention in the 
form of policy intervention and statutory protection for further improvement and 
development of welfare mechanism for agricultural society 
o Lack of appropriate and advanced techniques, capital and knowledge 
deployment and lack of information about the flow of products to markets. 
o Lack of transparency, tracking and traceability in the Supply Chain. 
o Lesser control of product safety and quality across the Supply Chain, 
o Investment, benefits and risks not shared by all the partners in the chain. 
o Poor shelf life of products and lack of farmer's awareness and knowledge. 
o Lack of storage and other post harvest facilities, absence of innovative 
technology including cool chain, poor and uneconomic handling, transportation, 
storage etc. causing post harvest losses in food products. 
Further to have an objective and rational set of ideas and conclusions 
in the research work a Convergence of Sciences Approach is adopted. Convergence of 
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sciences is an agricultural research approach based on the understanding that 
agricultural innovations (i.e. technology, procedures, new forms of organization and 
new ways of interacting) are generated through strong multi-stakeholder participation 
in agricultural development. (Rolinget al., 2004) 
For a conaprehensive approach to resolve the issues and problems related to 
farmers, a sociological approach is also adopted to find that the farmers and local 
communities are also active partners in the problem solving process. Besides some 
local Self Help Groups also play their role in reforming and solving the problems of 
farming communities in cooperation with local financial institutions and government 
sponsored schemes. 
Although some past approaches have recognized the importance of socio-
organizational systems such as input supply, credit systems, marketing and land 
tenure, these systems tend to be considered as "external". The unique aspect of 
Convergence of sciences is that it includes and treats institutions and social relations 
as integral components of innovations, thereby altering the boundaries and conditions 
that affect the space for change. (Van Huiset al., 2007) 
The aim of the current research is to look at the prospects for convergence of 
sciences under market-driven conditions peculiar to Indian setting with special 
reference to resources from Management and Law disciplines. An attempt has been 
made to draw some guidelines for making sound legal policies which will help 
enhancing food Supply Chain mechanism in India. 
The above analysis provides some assistance on key issues to address in 
improving conditions for growers in a contract farming scheme. At the end of the 
study, it has to come forward with some suggestions and policy recommendations for 
making contract farming fairer and more viable and efficient for backward linkages of 
Food Supply Chain. 
From the selected resourceful articles that span a little more than two decades, 
from 1991 to 2011, more than 100 articles and around a dozen books were analysed 
on the subject of Food Supply Chain Management and after screening them, only 
about 80 references on food supply chain were found pertinent in terms of their scope, 
data and conclusions. 
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4.5 Data Collection Method 
The methodology of the paper is predominantly based on secondary data 
available by different sources. Literature review of major works is done by collecting 
information from the libraries and research centres covering the above subject matter. 
The research is carried out with detailed scrutiny of all the international norms 
relating to food safety, health, and justice and its impact on the environment and 
sustainable development. A combination of secondary data and case studies research 
method is followed for this research work. The data collected through these sources 
are subject to rational analyses, followed by suitable interpretation of results and 
preparation of conclusions. 
The pertinent quantitative and qualitative information has been obtained 
from the secondary sources at national level. The main Sources are: 
1) Ministry of Commerce, Govt, of India, New Delhi. 
2) Ministry of Agriculture, Govt, of India, New Delhi 
3) Indian Council of Social Science Research, New Delhi 
4) National Council of Applied Economic Research, New Delhi 
5) Association Of Indian Universities, New Delhi 
6) Agricultural & Processed Food Export Development Authority (APEDA), New 
Delhi 
7) Financial daily, The Hindu Group of Publications, 
8) Directorate of Marketing & Inspection, Faridabad, Haryana 
9) National Institute of Agricultural Marketing, Jaipur, Rajasthan 
10) NAFED ,New Delhi 
11) Indian Agricultural Research Institute, New Delhi. 
4.6 Secondary Data Sources 
According to Rabianski (2003) Secondary Data is the facts and information 
based on research of primary data which include published work. For example 
secondary data composed of written materials such as research based articles, 
periodicals, books and journals are such that anyone can access to this data and it can 
be used for further research works and publications. 
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Immense research work has already been done on the food supply chain and 
other related issues such as organized and unorganized markets, contract farming, 
legal polices and framework in India. The present research has referred to these 
sources wherever found suitable. 
Further, researches have been carried out with detailed scrutiny of all the 
international norms relating to food, safety, health, and justice. The major 
organizations such as WTO, FAO, UNDP, Indian government and semi-government 
agencies, NGOs, SHGs, Poverty Alleviation and Rural Development Programs and 
other such initiatives (in private or public sector) have been evaluated. All issues 
related to food security, sustainability and growth of entrepreneurship through SCM 
are considered thoroughly for the above study. The major sources of secondary data 
referred during the study have already been mentioned at the previous section. 
The study has also heavily relied on published and unpublished material 
available at national level. The information related to Food supply industries which 
are routinely compiled by the agencies of Govt, of India viz. Ministry of Agriculture, 
Ministry of Statistics and Program Implementation, Planning Commission and 
Ministry of Commerce are noteworthy in this research. Some of these agencies also 
maintain and supply a computerized database. The data have been drawn from 
research reports, market research surveys, feasibility studies, dissertation abstracts, 
seminar papers, bulletins and specialized studies made by private as well as semi 
government and governmental bodies. The books, annual reports, directories and 
statistical yearbooks, in physical as well as soft form from internet, were searched and 
government and university researchers were consulted to supplement the available 
information. 
4.7 Data Analysis 
The prsent thesis work has tried to analyse the different tenets of legal studies 
and has scanned doctoral or post doctoral studies of law to use legal research tools 
such as interpretive methods to examine cases, statutes and other sources of law in an 
attempt to seek out, discover, construct or reconstruct rules and principles. The 
present work has synthesised business and legal mehtods to conduct descriptive 
62 
Research Methodology 
analysis and normative evaluation of the process of decision-making. This reliance on 
legal rules and principles turns much of law, legal reasoning and legal studies into a 
profound research activity. 
The reserch is also influenced by many theories of law, particularly, those 
rooted in legal positivism and rule-based approach. These theories often hold that 
'legal rules' are constitutive of law and that the force of rules is deriven in general 
from their having been enacted by institutions authorised to make rules'. 
The idea of law as a body of rules discoverable in books points to a further 
feature of our legal system, and that is the separation of law from everyday life or 
social situations. The rules, or the laws, exist separately from the social situations and 
they are called upon to resolve the issues which are confronting the growth and 
development of society based on modem maxims of business and commerce. Legal 
instuitions cannot grow and develope in isolation. 
Further to resolve the problems associated with food supply, Legal and 
Sociological approaches are also used which are based on the assumption that law 
exists in, and is developed through different aspects of society. Law is regarded as a 
social practice, to some extent it both reflects and seeks to shape society, i.e. it is 
almost impossible to understand law without understanding the other institution of 
society with which it operates. Law and sociological approaches are used in 
discovering 'law in action' as opposed to just 'law in the books'. 
4.8 Interdisciplinary Legal Study 
Some legal researches draw on the literature and methods of other related 
disciplines, in particular other social sciences such as political science, sociology or 
economics, or history. Interdisciplinary legal research may take many different forms, 
and the 'legal' elements of the research may become so incidental that we might argue 
that the work has ceased to be a research project of the discipline of 'Law' at all. 
An interdisciplinary approach may bring significant insights that are not 
available in the context of a purely doctrinal or 'black letter law' approach of legal 
studies. However, there may also be significant drawbacks in pursuing an 
interdisciplinary project, not least the need to be sufficiently expert in two distinct 
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disciplinary fields such as Law and Managment, both diciplines with their own 
discourse and their own body of literature. Care has been taken with regards to how 
effectively concepts from one discipline can be transferred to another. For example, 
the concept of 'efficiency' 'accountabiltiy' 'performance' etc. may have very 
different connotations in Law and Manamegment disciplines. 
4.9. Hermeneutics Approach 
Hermeneutics is defined as "a term that is drawn from theology and that when 
imported into the social sciences is concerned with the theory and methods of 
interpretation of human actions. It emphasises the need to understand from 
perspective of social actors."(Bryman and Bell, 2007) 
Hermeneutics is concerned to qualitative analysis of situations and events 
through the interpretation of texts, questionnaire or interview responses etc. to 
develop a better understanding of certain phenomenon of interest (Behumi, V., 
Holten, C , 2004). It emphasizes constructivist approach, which means that there is no 
clear-cut objectivity or reality (Cassell&Symon, 1994). The research is based on case 
studies. It has also used a few theories and concepts to offer clarity to the icnowledge, 
on which our findings will be interpreted. The current study involves a qualitative 
research. In the light of above procedure, hermeneutic approach of knowledge 
development best fits to the current study. 
4.10. Methodology for Drivers of Green Food SCM 
In this particular area, the methodology of Interpretive Structural Modelling 
(ISM) is used. ISM was developed for complex situations as a communication tool. 
The mathematical foundations of the ISM methodology can be found in various 
reference works (Harary et al, 1965), while the philosophical basis for the 
development of this approach has been presented by Warfield (1973). ISM is used for 
policy analysis (Hart and Malone, 1974; Hawthorne and Sage, 1975). The main 
benefit of the ISM methodology is that it transforms unclear and poorly articulated 
models of system into visible and well-defined models. (Sage, 1977) 
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4.11 Limitations 
The information related to the Food SCM and its legal policies with reference 
to backward integration has earlier not been gathered in a truly scientific specification 
very exhaustively. Therefore the present study should not be considered as an 
accurate measure of the problem studied or an ultimate source. The results and 
conclusions might be tested through further conclusive investigations. The main 
difficulty has been to collect all the necessary information from government agencies 
and relate it with current food problems related to industry and farming communities. 
Although the researcher has tried level best but the latest information especially the 
food stock and its proper supply which is meant to mitigate any shortfall in food 
supply is not utilized in an earmarked way. Successfully implemented Contract 
Farming is considered by many agricultural scientists as a crucial means for 
industrializing agriculture. It can be a viable venture for the producers (farmers) as 
well as for the manufacturers (industrialists), as believed. It is regarded as a strategy 
for agricultural transformation in developing countries because it has the potential to 
solve agricultural marketing problems also. But the above argument has repeatedly 
been defied and the reverse is not uncommon in agribusiness. Therefore, the present 
study on 'food SCM for backward linkages policy implications and legal 
framework in India' guides to further intensive and conclusive studies. 
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CHAPTER V: STRATEGIC ADVANTAGES OF FOOD SCM FOR 
BACKWARD LINKAGES 
The Farming is an age-old means of livelihood for millions of Indians. 
According to Rhodes (1993) Industrialization of agriculture is also nearly as old as 
agriculture itself He points out that industrialization involves a switch from 
agriculture based upon a fixed resource (land) to one based upon manufactured and 
hence variable resources. However in spite of the development and advancement on 
scientific and business entrepreneurship model there have been few systems in which 
farmers are assured fair prices for their produce, leave alone a remunerative price. 
Farmers have on occasions had to throw their produce due to acute shortage of cold 
storage facilities, the poor and costly transportation system and some contingent 
startling eventualities further make the conditions worse for farmers by keeping the 
buyers away to approach directly to farmers. 
BOX 5.1 
> India has the largest area in the world under pulse crops. 
> India is the first in the world to evolve a cotton hybrid. 
> India grows more than half of the world's mangoes and leads all countries in the 
production of cashews, millet, peanuts, pulses, sesame seeds, and tea. 
> The nation ranks second in the production of cauliflowers, jute, onions, rice, 
sorghum, and sugarcane. 
> India is also the world's largest grower of betel nuts, which are palm nuts 
chewed 
as a stimulant by many people in tropical Asia. 
> It is also a leading producer of such spices as cardamom, ginger, pepper, and 
turmeric. 
Statistics Source - National Horticulture Board, FICCI, MoFPI 
In spite of the above conditions the plus points give ample reasons that in India 
there is abundant scope for making India as a world's leading food basket which will 
cater to the agricultural needs of the India's raising population. 
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The problems of agribusiness can be converted into big opportunities. Tliere 
have been numerous cases in India and abroad where firms irrespective of States 
supports and cooperation, have adopted strategy of the Vertical Integration in a 
Forward and Backward form. This underlying paradox of the Indian agricultural 
scenario has given birth to several concepts like that of Contract Farming, Captive 
fanning and Terminal market which promise to provide a proper linkage between the 
'farm and market.' 
The above situation is on the side of the agro-based and food industry. The 
fact remains that still the food processing companies in India require timely and 
adequate inputs of good quality agricultural produce. Analyzing integration strategies 
in the food economy is an important research topic in the field of industrial 
organization in agricultural economics (Sexton, 2000). However, there is a dearth in 
comprehensive literature in India that has measured the impact of the legal policies 
and framework of backward integration strategies on firm's value, and the prevailing 
legal framework and policies' efficacies. This is one of main objectives of this chapter 
to measure the impact of these strategies on firm success and growth. Secondly to 
analyze whether the backward integration on the part of firms has yielded any good 
result in particular for the organizations interested as well as for the other 
stakeholders. Further objectives of this paper is to study the impact of Food Supply 
Chain for backward integration and its impact on the integration or diversification in 
food processing, wholesale grocery, retail supermarkets, and restaurants. Finally the 
effect of Food Supply Chain and backward integration for the larger benefits of the 
welfare of the farmers and their living standards is to be evaluated. 
Recognizing the need for and merits of such a linkage with the 
farming/producing community, several corporate organisations from India have taken 
lead and are involved in agro commodity trading, processing, exports, etc. These 
firms have attempted to establish-convenient systems/ models that ensure timely and 
consistent supply of raw material of the desired quality at low cost. This chapter 
discusses .a few successful cases of contract farming and a brief note on the 
bottlenecks and criticisms levelled against this emerging alternative farm business 
model. 
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The various methods which have been used for the awareness and 
implementation of the firms and farmers linkages have aptly remarked by Mr. Mani 
Chinnaswamy, Managing Partner of Appachi Cotton Company, a ginning and trading 
house from Pollachi (Coimbatore district of Tamil Nadu, India) in the following 
words: 
"Various methods including street plays, village level meetings, display and 
print materials, door-to-door campaigns, and press meets were used to attract farmers' 
attention and gain their confidence. A major portion of our energies were dedicated to 
bringing together all the linkage players such as the banks, insurance company, farm 
service providers, and consuming textile units and ensuring that they stayed 
committed to the program. The successful implementation of this program with active 
participation of 12 farmer groups belonging to various backgrounds and the linkage 
players itself amplifies the clarity and the transparency the formula holds," 
The other key characteristic of industrialized farming is the development of 
contractual arrangements between producers and farmers in the marketing chain. 
These arrangements have given rise to vertical integration in the form of backward as 
well as forward among producers and marketers. The World Bank (2001) points out 
that Vertical Integration linking input suppliers, producers, processors and 
supermarkets is already the common production structure in northwest Europe and 
parts of the USA. The successful examples of Europe and USA have great amount of 
influence on the Indian agro-industry. These influences and partnerships are taken at 
diplomatic level also whereby an agreement of assistance and sharing knowhow on 
the part of developed and less developed countries is worked out periodically. 
5.1 Collaborative Measures in Food Supply Chains 
Supply chains are complex entities that serve many functions. They are 
institutional arrangements that link producers, processors, marketers and distributors. 
Supply chains are forms of industrial organization which allow buyers and sellers who 
are separated by time and space to progressively add and accumulate value as 
products pass form one member of the chain to the next (Hughes, 1994, Fearne, 1996, 
Handfield and Nichols, 1999). Supply chains are the conduits through which (Cooper 
etal., 1997): 
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> Products move from producers to consumers; 
> Payments, credit and working capital move from consumers to producers; 
> Technology and advanced techniques are disseminated among producers, 
packagers and processors; 
> Ownership rights pass from producers to processors and ultimately to 
marketers; 
> Information on current customer demand and on retail level product preferences 
pass back from retailers to producers. 
Agro-supply chains are also economic systems which distribute benefits and 
which apportion risks among participants. Thus, supply chains enforce internal 
mechanisms and develop chain wide incentives for assuring the timely performance 
of production and delivery commitments (Iyer& Bergen, 1997, Lambert and Cooper, 
2000). 
All the chains are linked and interconnected by virtue of shared information 
and reciprocal scheduling, product quality assurances and transaction volume 
commitments. Process linkages add value to agricultural products and require 
individual participants to co-ordinate their activities as a continuous improvement 
process. Costs incurred in one link in the chain are determined in significant measure 
by actions taken or not taken at other links in the chain. Extensive pre-planning and 
co-ordination are required up and down the entire chain to affect key control 
processd-s such as forecasting, purchase scheduling, manufacturing programming, 
sales promotion, and new market and product launches. 
5.2 Supply Chain Member's Integration 
Individual suppliers, producers and marketers who are associated through a 
supply chain coordinate their value creating activities with one another and in the 
process create greater value than what they would have while operating 
independently. Motives for collaboration between supply chain participants have been 
elaborated in detail (Mahoney, 1992, Giupero& Brand, 1996). Supply chain strategies 
create synergies in one of the following three ways: 
a) Firstly they expand traditional markets beyond their original boundaries and 
thus increase sales volume for members; 
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b) Secondly they reduce the delivery cost of products below the cost of competing 
chains and thus increase the gross margin for the working capital committed by 
members of the chain; and 
c) Thirdly they target specific market segments with specific products and they 
differentiate the service, product quality or brand reputation of the products 
they deliver to these market segments and thus increase consumer perception of 
delivered value. 
5.3 Vertical Integration 
To understand the advantage of Food Supply Chain for backward integration it 
is necessary to study the concept of 'Integrations in Business'. Vertical integration is 
defined as a method of vertical marketing system synchronization in which 
coordination of two or more stages occur under common ownership via management 
directive (Martinez, 1999). Horizontal integration is similar to vertical integration 
except that it refers to firms pursuing activities that are in the same stage in the 
marketing system. A related term is diversification in the meaning that firms can 
pursue activities outside of their core businesses. For the purpose of this chapter, 
diversification refers to activities outside the food economy. This is done to 
distinguish diversification from vertical or horizontal integration in the food economy. 
For example, the beverage company acquired a group of restaurant chains. 
Vertical integration occurs when a single firm can produce complementary 
products and services more profitably than a number of firms. Activities are 
complementary when carrying out one activity reduces the cost of doing the other 
(Berlin 2001). Put somewhat differently, vertical integration refers to the common 
organization of an industry across a number of components of the value chain and to 
increase standardization of production at each stage of the production process. 
Maturing firms in a vertically integrated industry are likely under certain conditions to 
try to control more parts of the production process. 
According to Dobashi (1999), there are three levels of integration. These are: 
a) Non-integrated firms tend to act as individual business units. Non-integrated 
industries are likely to be found in developing countries. A small subsistence 
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farm producing food only for the needs of the farm household would be an 
example of a non-integrated firm. 
b) Semi-integrated involves the processor taking over some parts of the production 
process to control the quality and quantity of output. In the broiler industry, the 
firm rearing the poultry may be involved in the production of parent stock or in 
running the hatchery operation, 
c) Integrated large corporate entities control all levels of the value chain from feed 
milling to delivery at the retail level. For example firms involved in Chicken 
meat production might own the feed mills used to manufacture the animal feed; 
they might also be involved in the breeding of chicken for the fattening 
operation; these firms might also own the slaughtering facilities and retail outlets 
to sell the product. 
Hennessy (1996) summarizes the integration literature in agricultural 
economics. He suggests that firm structure, desire to reduce variability in supply, and 
cost of testing for quality are the three most common reasons cited for integration in 
the food economy. A firm using horizontal integration as a business strategy may 
achieve economies of improved processing technologies and marketing techniques. 
Barkema, Drabenstott, and Welch (1991) and Young and Hobbs (2002) suggest a 
premium for being vertically aligned. 
5.4 Food Firms Integration 
Recent researches which have surfaced for the food industry have identified a number 
of reasons to explain why farming community and processing industries enter into different 
forms of vertical coordination (such as contracting and vertical integration) as opposed to 
operating on open markets. Thus, for instance, farmers may enter into contracts to reduce 
price risks, to get access to capital and new technology, and to get an assurance for an outlet 
for their final produce and other by products. On the other hand, processors may enter into 
contracts to get fissured consistent quality and quantity of inputs to mn their processing 
plants efficiently (Hennesey, USDA 1996a). It has also been suggested that processors may 
integrate backwards into agriculture to internalize the deadweight loss associated with 
market distortions which are internalized by integration (Henderson, Mitra et al. 1996) The 
above requirement are demands of the business related to trade of food and products 
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SJ.lIndusive Food and Agriculture Value Chain Development in Rural Areas 
Asian Development Bank's (ADB) multi sector food security report (ADB 
2009a) states that engagement among the different players can be significantly 
enhanced by increasing synergy and value addition in the backward and forward 
linkages along the food and agriculture value chain, with particular attention to small 
farmers and other vulnerable groups. Such strategic interventions will help DMCs 
develop inclusive food and agriculture value chains that the operational plan espouses 
as a pathway to transforming Asia's rural and agriculture sector, thereby achieving 
sustainable food security. 
Such value chains will allow efficient integration of food and agriculture 
production, with processing and marketing at the country and regional and/or sub 
regional levels. With special emphasis on the poor and vulnerable groups that remain 
excluded from greater participation in economic activities, the value chains will also 
allow small producers adequate and fair access to inputs, markets, technologies, and 
information, and provide diverse incomes and job opportunities. 
The report further states that Development of efficient and inclusive value 
chains will also enhance urban-rural linkage, allowing supply of safe and affordable 
food to increasing numbers of urban poor people. An example is found in the recent 
special evaluation study on ADB's Contribution to Inclusive Development through 
Assistance for Rural Roads (ADB 2009).The study found that most of the road 
corridors had weak backward and forward linkages, with very little progress in adding 
value to agricultural production. Constraints such as the lack of storage, efficient 
transport services, and marketing systems prevented ethnic minorities and poor 
households and households headed by women from taking advantage of economic 
opportunities brought about by road projects. In the 1960s, 2 inhabitants in 10 in Asia 
lived in cities, whereas it is estimated that close to 60% of the population will be 
living in urban areas by 2025. Supplying the growing cities with adequate and 
affordable food is a major challenge, requiring massive investments in food 
distribution, storage, and marketing facilities. 
In the food industry literature, a number of studies provide evidence of a trend 
towards greater vertical integration and greater concentration (at both the farm level 
and processing stage) over time (Barkema et al. 1991) 
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5.5 Production Contracts 
Contract farming serves as an assured market for their produce at their 
doorsteps, reducing marketing and transaction costs and also price risk. Availability 
of assured quantities of product also acts as an incentive to firms to use quality output, 
hence the firms help farmers to adopt improved technologies and scale up their 
production systems. In circumstances when farmers face problems in accessing 
inputs, technology, information and services, firms provide these as a part of contract 
and hence reduce uncertainty in their availability, quality and prices for the farmers. 
Further, contract farming is often practiced in high-value perishable commodities that 
are riskier and require a different set of production and management practices, while 
farmers, particularly smallholders, are risk averse and may not venture into 
production of such commodities without technical assistance. To enable farmers to 
cope up with risks, exporting firms provide those inputs, technology and services, 
impart training in production management and share risks. The following are some 
other factors highlighted which facilitate firms to enter into Contract Farming. 
5.5.1 Quality Control: Contract Farming provides control over the production 
methods and inputs used, and helps ensure uniformity and quality making the 
commodity more suitable for preparing standardized consumer products. 
5.5.2 Assuring Adequate Supply: Contracts offer a mechanism to control the 
quantity of crops produced and how they are marketed to processors and consumers, 
helping increase the price premiums obtained and prevent over-supplies which may 
decrease demand. 
5.5.3 Supply Management: Contracts lock in a guaranteed supply to meet potential 
needs but do so using pricing arrangements limiting the risk of acquiring more than is 
needed. "Passed Acres" clauses, common in vegetable contracts, allow the company 
not to harvest the crop, even if it meets contract standards. Producer is paid a portion 
of the price from a pool of funds created by charging growers. 
5.5.4 Marketing Related Technology: Contracts may require use of related 
technologies or production methods, also marketed by the company. This means 
contracting may provide opportunities for economic linkages, such as offering 
"packages" of seeds, chemicals, and marketing opportunifies. 
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5.5.5 Intellectual Property Protections'. Contracts allow control over the release of 
the specialized crop and animal genetics creating the added-value trait, meaning the 
contracts serve as an additional form of intellectual property protection to control the 
unauthorized reproduction or sale of the crop. 
5.5.6 Market Protection: Contracts protect confidentiality of the pricing and 
marketing arrangements for the commodity and of the identity of the end-user or 
purchaser. Buyer contacts can be very important in the special^/ crop sector and 
protecting the identity of the end-user prevents producers from contacting the 
purchaser directly. 
5.5.7 Pricing Confidentiality. Contracts using non-public pricing can conceal the 
true magnitude of any price premium gained from special traits. This allows the 
company to obtain higher profits and limit the ability of producers to bargain or 
negotiate for a larger share of the "added value." 
5.5.8 Reduced Risks and Higher Profits: Contracts give companies investing in 
value added crop breeding and genetic engineering, a mechanism to project the 
company's financial interests, and thus potential returns, farther down the production 
process of the crop, without having to own the land or production facilities. The 
company can become involved directly in crop production without risking 
investments in farmland or buildings. 
Important motivation for vertical coordination by processing firms is to run 
processing plants close to capacity in an environment characterized by large uncertainty in 
input supply. Vertical coordination can occur in various forms, ranging from marketing and 
production contracts to sfrategic alliances, partnerships and vertical integration. Some 
previous studies have examined the rationale for the choice between these alternative forms 
(Williamson, 1979) 
These studies suggest that vertical integration is most likely to be observed when it is 
difficult to write complete contracts that induce efficient relation-specific investments. In a 
recent theoretical paper, based on a bilateral setting, (Wiggins R.R. and T.W. Ruefli 
1995)shows that this situation is most likely to occur when the do\\'nstream firm faces both 
highly uncertain (input) cost conditions and (output) demand conditions. Here backward 
integration allows for greater flexibility and superior communication between the two stages 
of production. 
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Further illustration and identification of three possible broad theories on why 
firms integrate has been made here. These are Transaction Costs Theory, Agency 
Theory, and Contractual Incompleteness Theory. A brief overview of each theory is 
presented below. Boland, Golden, and Tsoodle (2008) describe various applications 
of each theory in the management and agricultural economics literature. 
Transaction costs was first articulated by Coase (1937) who discussed 
integration and its relationship to the definition of a firm, indicating the "supersession 
of the price mechanism" through vertical integration was a defining characteristic of 
a firm. Firms can get the inputs they need from other firms, through a contractual 
arrangement or they can make them within their own firm. But, as Coase (1937) 
discusses, complete contract development and enforcement are difficult. Because of 
this difficulty, firms may be better off integrating (e.g., purchasing) other firms that 
already produce the inputs needed instead of contracting with them. 
Agency theory explains why one party (the principal) determines the work for 
which another party (the agent) undertakes (Jensen and Meckling, 1976). An agent 
has an incentive to shirk and the principal must structure the transaction such that the 
agent does not shirk. While this theory has been used to explain contractual 
arrangements, in circumstances where a principal cannot structure such a contract. 
Grossman and Hart (1986) discuss the Contractual Incompleteness issue and 
how it is applied to property rights, in particular they conclude that an integration 
strategy will be pursued if one firm's investment decision is more important than that 
of the other firm and non integration will be pursued if the investment decisions of 
both firms are less important. 
Factor which is responsible for the firm's diversification is that a firm 
integrates backward or forward in the marketing channel in related businesses to 
achieve lower costs or control over the quality of an input wherea.s diversificafion is a 
portfolio strategy that occurs outside of the marketing channel. A detailed review of 
over 20 articles is presented in Dorsey (2006). With regard to the agribusiness 
literature Ding, Caswell, and Zhou (1987) found a lack of positive correlation 
between performance as measured by stock price apd diversification. The current 
process of Diversification which started in the 1960s and 1970s when firms (e.g., 
conglomerates) diversified as a means of developing a portfolio of businesses that 
were not related with each other reached heyday in 1990's among agribusinesses. 
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Figure 5.1 A Dynamic Food Processing Industry 
5.6 Rural Market and Supply of Agro Food 
As shown in the figure 5.1 the different dynamics and complexities of Food 
Industry. This could be one of the reasons, i.e. lack of knowledge and expertise for 
very low share of processed food in Indian agro market. For development of rural 
entrepreneurship global trade is an opportunity waiting to be tapped in the Indian food 
market. Increasing urbanization and rise in disposable incomes which has further 
pushed demand for processed food in most of the Indian markets. This is a good time 
for companies to invest in quality facilities, diversification and develop products with 
features that appeal to the growing Indian consumer as well, as foreign markets. Also, 
from a government's point of view, food processing sector can help to reduce the 
burden of subsidies and raise the farmer's income simultaneously. The issues 
confronted by farmers are growing day by day and becoming major social and 
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economic problems for the country. It cannot be resolved through intervention 
approach alone. So, the government should continue to support the industry with an 
enabling and growth oriented policy. Agricultural produce that is processed for 
domestic consumption can fetch higher prices that will resuU in higher incomes for 
the farmers, and also it will generate direct and indirect employment for the rural 
population. 
India's low level of processing is expected to change significantly in the future 
fuelled by sustained economic growth and steady urbanization. Processed food output 
is expected to grow at a strong 7 percent CAGR in terms of value from 55.6 billion 
USD in 2005 to 95.6 1 billion USD in 2013 (Business Monitor International, Jan-Mar 
2009). Brand and quality of life consciousness, especially among the young and rich 
urban population, is also a key factor helping value growth over the forecast period. 
There are two phases of modernization in food supply chains in India. The 
first phase was led by the public sector, where governments intervened in agricultural 
markets and tried to streamline food supply chains by injecting huge amount of 
money for developing cooperatives and public sectors organizations. The second one 
is in the post liberalization era (after 1990) which is led by the private sector concerns 
and causing the emergence in food supply chains of the private processing sector, the 
food service sector, and modern food retail. 
5.7 Globalization and Outsourcing Model of Backward Integration 
The generic value chain of the food processing industry from raw material to 
retail for the consumer is shown below. Traditionally, different players across the 
value chain played the different roles and worked more or less independently. 
Recently, the trend has been towards increasing integration and collaboration 
across players in the value chain, to garner mutual benefits. Such integration is being 
driven by the manufacturers, who are looking to integrate backward and establish 
linkages both with raw material producers (farmers) and aggregators/ logistics 
providers. These links have led to two new models emerging in the sector namely 
Contract Farming and Terminal Markets. 
From the Integration point of view, the strategy of off sharing depends on 
firm's supply chain efficiency in that particular industry. The Different industries 
have different supply chain structures. Strategic attempts for Globalization of firms 
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require functional integration between internationally dispersed activities in which 
industries and commercial firms have two types of international economic network; 
one is producer driven and another is buyer driven (Gereffi, G. 1999). 
The agro-foods and all allied products are an ideal industry with the dynamics 
of buyer-driven value chains. The relative ease of setting up agro-food companies, 
coupled with the prevalence of developed country's not very stringent protectionism 
in this sector, leads to an unparalleled diversity of food export to the developed 
countries of the world. Furthermore, the backward and forward linkages are extensive, 
and help to different activities associated with the industry/ (Gereffi, G. &Memedovic, 
2003). 
According to Christopher, globalization also tends to lengthen supply chain as 
companies increasingly move production offshore or source from more distant 
locations. (Christopher, M. 2005) 
5.7. / Global Outsourcing 
With the advent of globalization and enhanced levels of competition, many 
organizations have started to have considerable difficulties in developing and 
maintaining the range of expertise and skills needed to compete effectively. The 
emergence of American, European, Japanese and Third World multinationals has 
created a new competitive environment, requiring the globalization or at least semi-
globalization of corporate strategy. The above need has led many companies to 
engage with various kinds of outsourcing. 
5.7.2 Definitions of Outsourcing 
Before starting the discussion on outsourcing, some definitions might be 
appropriate to mention. Different authors have defined the outsourcing that covers a 
wide scope to assume the concept of outsourcing. The word "outsourcing" can be split 
as "out" and "source" that means sourcing externally. 
Outsourcing is basically managerial approach usually taken for delegating 
the responsibility to an external source for carrying out the operation of production 
process or services of an enterprise. It can be summarized in "other words as an 
agreement between buyer and supplier(s) to avail processes or services that the buyer 
is providing internally at present with an intention to reduce cost, increase focus on 
core business, improve quality of products and services and to ensure more flexibility. 
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The core concept of outsourcing is, therefore, locating an expert who can 
perform a certain business processes or functions outside the firm. So the process of 
outsourcing involves two main parties - "outsourced" that means buyers or the ones 
who outsource and "outsourcer" referring to suppliers or the ones who deliver 
services. (Saunders and Gebelt, 1997, Franceschini, F. et al., 2003) 
5.7.3 Components of Outsourcing 
Outsourcing is the act of transferring the work to an external party. An 
outsourcing initiative calls for the transfer of factors of production, the resources used 
to perform the work and the decision rights, or responsibilities for making decisions. 
The organization transferring the values in goods these is referred to as the 
client, the organization that conducts the work and makes decision is the vendor, and 
the scope of the work is captured in a project. (Power, M..f., Desouza, K.C., 
&Bonifazi, C, 2006) 
The major component of outsourcing which are depicted in diagrammatic 
form is given below in figure 5.2 
Project 
Client ^ ^BHB^^ ^ ^ ^ ^ ^ ^ Vendor 
Figure 5.2: Components of outsourcing (Source: Power, M.J., Desouza, K.C., 
&Bonifazi, C, 2006) 
5.7.4 Life Cycle and Stages of Outsourcing 
An organization needs to maintain an operational cycle to conduct the 
outsourcing operation. Crossing over the time, experience and practice, an 
organization adopts the sufficient maturity of how to go through the various stages of 
the outsourcing life cycle. 
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According to Power, Desouza and Bonifazi (2006), as shown in the figure 
5.3 below the outsourcing process is cyclical and it is important to follow through on 
each stage in the prescribed manner. It will be futile to omit a stage as the 
organization will miss out any benefits of following a well-organized life cycle. 
Needs 
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< : 
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Contract and 
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Strategic 
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Figure 5.3: The Outsourcing Life Cycle 
(Source: Power, M.J., Desouza, K.C,, &Bonifazi, C, 2006) 
5.7.5 Strategic Assessment 
As the first stage of the outsourcing process, strategic assessment is the crucial 
activity in the whole life cycle of outsourcing. In this stage, the organization identifies 
a certain business case and assesses the potenfial benefit of adopting the outsourcing 
as a strategy. To do this task, the organization analyzes its core competencies, finds 
out the areas that are appropriate for the outsourcing operation and employs an 
executive team for conducting the various risk assessments. If the organization is 
agreed upon the business case for outsourcing after conducting the strategic 
assessment, it gets into the act of actual outsourcing process. 
5.7.6 Needs A nalysis 
After completion of the strategic assessment, the next step for the organization 
is to define the needs and more specifically areas of the needs that are to be focused 
on. For doing this job, the organization conducts a thorough need analysis. Although 
need analysis is primarily conducted in the first stage of strategic assessment, but in 
this stage, it is analyzed in more detail and focused way. Here the organization looks 
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at the peculiarities of the given project, clarifies the requirements, and evaluates the 
requirements by mapping them to the broader business case that was prepared at the 
time of strategic assessment and prepares a proposal to articulate these needs to 
potential vendors. 
5.7.7 Vendor Assessment 
In the third stage of the cycle, organization goes for soliciting, evaluating and 
choosing the vendor for its outsourcing needs. Within a structured framework, vendor 
selection and contracting phase are conducted that guide the organization through 
critical vendor selection and contracting activities. Selection of the right vendor is 
tough as like selecting a good partner. The right selection of the vendor helps to 
maintain a lasting relationship or the wrong selection may damage the well- planned 
outsourcing project. 
5.7.8 Contract and Negotiation Management 
After selection of the vendor, the next steps for the organization is to be 
engaged in negotiations (and renegotiations) until an agreement is reached about the 
details of the outsourcing work. This is followed by the composition of the 
outsourcing contract the legal document that indicates the nature and scope of the 
business relationship. In the negotiation and contract stage, organization focuses on 
securing a legally binding deal that is documented and not just verbally arranged, and 
which is best for all parties involved in the outsourcing relationship. 
5.7.9 Project initiation and transition 
After closing the negotiation chapter, organization is ready to begin the 
outsourcing project - the project initiation and transition phase. The stages of project 
initiaition and transition are the most influential stages of the outsourcing relationship. 
In this stage, the client organization slowly starts to hand over the control of the work 
to the outsourcing vendor. The initial stages of the outsourcing relationship require 
thorough attention to deal with emergent issues and smooth out any problems that 
occur. This stage marks the foundation of the continued relationship. 
5.7.10 Relationship Management 
After the initial stages, the outsourcing relationship becomes routine enough to 
begin managing the day-to-day operations of the relationship, which is also called 
82 
Strategic Advantages of Food SCMfor Backward Linkages 
governance. The focus of this stage is to Iceep up to date with the outsourcing 
relationship. The significant activities in this stage include evaluation of the 
relationship, problem resolution, communications management, knowledge 
management and process management. 
5.7.11 Continuance Modification or Exit Strategy 
While management of the relationship is a continuous process, occasionally 
the client organization may face events that require it to pause and evaluate the future 
of the relationship. Events could be items such as new strategic alliances, changes to 
the vendor's business or innovations in the marketplace. Organization must evaluate 
its current outsourcing contract to see if its best interest lies in continuing, modifying 
or exiting the relationship. Choosing any one of these alternatives will call for 
reconnecting to the first stage of the life cycle and re-conducting a strategic 
assessment, to repeat the life cycle. 
5.7.12 Global Outsourcing as a Key to Competitive Advantage 
When the outsourcing operation crosses the border of the client company's 
country then it becomes global. A company can adopt the global outsourcing strategy 
to achieve competitive advantage. Success of company depends greatly on the ability 
to create sustainable competitive advantage over its competitors (Porter, M., 1985). 
Sustainable competitive advantage means company's ability to create competitive 
advantage and hold it for a considerable period of time. McGee et al., (2005) defines 
competitive advantage as the ability of a firm to deliver a superior value to the 
customers and thus earning an above-average return. Competitive advantage may be 
gained when products or services are produced more effectively and efficiently by 
global suppliers (William, M., et al., 1999). A company can get the cost advantage 
from a successful global outsourcing. It also provides access to superior quality, i.e. 
product differentiation or enabling the company to focus on specific niche. 
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Figure 5.4; Factors that influence the performance of a Global Supply Chain 
(Source: Prasad, S., and Sounderpandian, J., 2003) 
5.7.13 Motives for Global Outsourcing 
There are some motivational factors that attract a company to go for the 
global outsourcing strategy. As shown above in Figure 5.4 the factors that influence 
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the performance of a Global Supply Chain (Prasad, S., and Sounderpandian, J., 
2003).The company gets a number of benefits through a successful outsourcing 
operation. In fact if the company finds more benefits than the risks in outsourcing, 
then only it goes to this process. Some key motivational factors that drive a company 
to global outsourcing are as follows: 
5.7.13.1 Cost Efficiencies: Cost reduction has been the prime motive for 
outsourcing (Ford, D., et al., 1993). The Boston Consulting Group (1991) studied 
more than 100 key companies with extensive outsourcing practices and concluded 
that "most Western companies outsource primarily to save on overhead or induce 
short-term cost savings". To develop a complete product is always expensive for a 
company as it needs huge investment to improve products and production process 
through continuous research and technology development. Outsourcing reduces the 
cost of the client company in this area as the service providers invest in this area to 
meet up the demand of the buyers in a large scale. In this way, a company can achieve 
the competitive advantage in market reducing the cost through outsourcing process. 
5.7.13.2 Improve Focus on Core Business: Every company has some activities that 
are not as essential as compared to its core business functions. By sourcing non-core 
business activities a company can focus on its core business in a better way. So, the 
efficiency of a company is likely to increase as more time and resources are focused 
only on the core business functions (Davis, J., 2002). 
5.7.13.3 Access to World Class Capabilities: A company can produce standardized 
products or services through outsourcing (Quinn, J. B., et al., 1990), which is not 
possible by producing internally, because service providers avoid costs which they 
would have to incur in terms of investment in research and development, and in 
technology etc. In addition, there are some other driving factors that encourage 
the buyer company to adopt the outsourcing strategy. Such as internal scarcity of 
resources, to accelerate reengineering benefits, a particular function getting 
unmanageable, this is out of control for the buyer company, sharing the risks etc. 
5.8 Factors Affecting Global Supply Chain Efficiency 
To gain the competitive advantage, a company needs to examine its activities 
in relation to the comparative advantages, which is available in different countries. 
Corresponding these activities and the sourcing decisions with the imposed conditions 
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of any particular country can lead to gain in cost, quality, lead times and perhaps 
innovation (Prasad, S., and Sounderpandian, J., 2003). There are some factors as 
shown below in Figure 5.5: The five major Supply Chain Drivers (Hugos, M., 2006) 
that work through the supply chain areas of procurement, processing and distribution 
to influence the competitive strengths in cost, quality, lead times and innovation. 
These factors can be categorized into three broad segments; like- role of country, type 
of industry and the strategy of multi-national corporations (MNCs). 
5.9 Drivers of Supply Chain 
Effective supply chain consists of some drivers. Each driver has the ability to 
directly affect the supply chain and enable certain capabilities. Companies in any 
supply chain must make decisions individually and collectively regarding their actions 
in the area of these drivers. 
Hugos, M., (2006) has described these drivers in the following way. 
5.9.1 Production; What products does the market want? How much of which 
products should be produced and by when? This activity includes the creation of 
master production schedules that take into account plant capacities, workload 
balancing, quality control, and equipment maintenance. 
5.9.1 Inventory: What inventory should be stocked at each stage in a supply chain? 
How much inventory should be held as raw material, semi-finished, or finished 
goods? The primary purpose of inventory is to act as a buffer against uncertainty in 
the supply chain. However, holding inventory can be expensive, so what are the 
optimal inventory levels and reorder points? 
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Figure 5.5: The five major Supply Chain Drivers (Source- Hugos, M., 2006) 
5.9.2 Location: Where should facilities for production and inventory storage be 
located? Where are the most cost efficient locations for production and for storage of 
inventory? Should existing facilities be used or new ones built? Once these decisions 
are made they determine the possible paths available for product to flow through for 
delivery to the final consumer. 
5.9.3 Transportation: The Transportation activity involves modes, size, loading, 
unloading, and fleet maintenance etc. 
5.10 Summary and Conclusions 
Previous studies on Backward hitegration in the food industry have focused on 
providing a rationale for the growing trend towards vertical integration in terms of the 
private efficiency gains that integration entails. These studies generally assume a bilateral 
setting and thus ignore the possibility of great impact on the farming community; it may be 
very significant particularly in cases where the upstream or the downstream market is highly 
concentrated, hi this chapter attempt has been made to have divergent and comprehensive 
view. Chapter has used a simple multilateral setting to examine the divergence that may arise 
between social and private incentives to backward integration. 
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The current chapter has shown how backward integration by a processing firm 
provides for better protection against input supply shoclcs and demand uncertainty, and 
increases its payoff while decreasing the payoff of its competitor. Since product 
differentiation, in general, leads to greater concentration; this suggests that backward 
integration is likely to lead to flirther increase in downstream concentration. Earlier studies 
have looked at the growing trends towards vertical integration, product differentiation and 
concentration in isolation. Current study suggests that, under certain conditions, there might 
be a synergistic link between these variables that needs to be explored further. 
As vertical coordination grows, the spot market becomes thinner and thinner, and acts 
essentially as a shock absorber. Thus it is not surprising, as many studies find, that the 
overall effect of captive supplies on input prices may be low but their effect on market 
downturns may still be quite significant 
Many of the options for food businesses and potential routes to more sustainable 
food supply chains discussed can create benefits both for the businesses involved and 
for others in the supply chain, from farm to farmers. 
Although creating niche markets for more sustainable locally produced, 
conserved foods and some manufactured foods can result in significant social, 
environmental and economic benefits for those involved, greater overall gains could 
undoubtedly be made by improving the sustainability of mainstream agriculture and 
international supply chains. 
Multi-stakeholder initiatives, where food businesses work together with 
farmers, academics, innovators, governments and NGOs, are important for raising the 
baseline for near-commodity and commodity food supply chains, including those 
important for manufactured foods. 
Strengthening institutions like contract farming is an option to provide risk-
mitigating services, and enable farmers to make the transition from traditional grain 
crops to higher value commodities. (Gulati 2008) 
In addition to the assured markets and stable prices afforded farmers, the 
backward linkages help control transaction and marketing costs, yielding higher 
returns to contract farmers. (Birthal et.al. 2005) 
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CHAPTER VI: LEGAL POLICIES FOR FOOD SCM AND ORGANIZED 
RETAIL 
In the last two decades, Indian economy has undergone fundamental 
transformation with the rapid socio-economic, geopolitical and even cultural 
transformation witnessed at several institutional levels of the society. The above 
development has been stimulated by structural reforms, macroeconomic stabilization 
and concomitant disciplinary measures, effectively capitalizing on opportunities 
arising out of globalization, market liberalization and new institutional arrangements 
(e.g. the World Trade Organization [WTO] and regional treaties). 
In the late 1990s, Indian economy suffered an unprecedented economic crisis 
but many now believe that it has not only survived but has emerged stronger and 
better equipped to withstand potential upheaval in the future. The Indian agro 
economy in particular has potential for tremendous achievements in agriculture sector 
and food security. Crafting legal policies and strategies to achieve sustainable food 
security will however require recognition that India has great diversity in many 
aspects, including agricultural trade and food security situations as well as in the 
structure of the agricultural economies. 
Along with other development plans of India the issue of food security is pivotal 
for the sustainable growth of its economy. Although India has successfully embarked 
upon its journey of economic reforms over the last two decades, positioning itself as 
the world's fourth largest economy by purchasing power parity (Central Intelligence 
Agency 2010). In the face of rapid transformation, conventional food policies and 
distribution strategies may be inadequate to address persistent pockets of poverty, 
income inequity and food insecurity. There is a need for fresh perspective, taking into 
account domestic changes as well as the regional impact of some countries' rapid 
growth. 
The above changes have transformed the economic demand for new laws and 
the demand for legal inputs that will support the creation of value in agricultural 
economic relationships. Not merely the quantity but the type of legal inputs required 
by the new economy is significantly different from those required by the old 
economy. The economic demand for law in the new economy requires support for the 
93 
Legal Policies For Food SCM And Organized Retail 
much higher rates at which economic relationships now cross both firm and 
jurisdictional boundaries, the more rapid depreciation of legal solutions, the increased 
differentiation of legal problems, the reduced tolerance for legal transaction costs 
created by high velocity and global competition, and a greater need for integration of 
business and legal expertise in order to engage in the relatively constant innovative 
problem-solving that the new economy requires. It is argued that our legal 
infrastructure, policies and available set of legal resources that can be used for sound 
governance have not kept pace with transformation in the country's economy. 
With respect to food security and food supply management, despite the 
impressive gains made in food production and overall development, there are several 
regions in India which still have the large number of undernourished people in the 
world. The problem of food insecurity is quit strange and complex too. Although 
India does not have a deficit in food production, h is a home to one of the largest 
hunger stricken populations in the world. To compound this paradox, the trade 
indicators for India show that net exports have exceeded net imports over the last 
decade. In July, 2002 the Food Corporation of India (FCI) had 63.1 million tons of 
food grain stocks (Patnaik 2003), which means that total available stock had exceeded 
the total food requirements by about 20 million tonnes, This exceeded the 
requirements of food security by around 20 million tones and India has a population 
which is above 200 million people who are hungry and about .50 million on the edge 
of starvation (Chakravarty and Dand 2005). The problem of food supply has further 
indicated that between 1998 and 2006 there was hardly any change in 47 per cent of 
children (0-3years' old) being underweight (Sinha, 2009). 
Even major net food exporter countries suffer from food insecurity in many 
places. Other countries are net food importers (although relatively food secure), food-
insecure countries (that do not trade in food), food-insecure importers, self-sufficient 
countries (that are relatively food secure) and food-secure exporters. 
This chapter has examined the role of legal structure for commodity buyers, 
food processors and retailers in the realization of the right to food. These actors play a 
key role, as they connect producers to consumers, and as they transform raw 
commodities into edible food. But the vast majority of those who are hungry in the 
world today are part of the food system which is small and independent food 
producers or waged agricultural workers working on farms in the formal or informal 
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sector represent over half of the biUion population of the world. Substantially out of 
them are malnourished or as it is called are below poverty line (BPL) population in 
India. The current study therefore has tried to address the question how the sourcing, 
pricing, and wages policies of commodity buyers, food processors and retailers 
impact the food availability and right to food to Indian population as envisaged in the 
Constitutions of India. The study also seeks to contribute to a better understanding of 
the whole system run by growers, intermediaries, facilitators and agribusiness 
corporations and monitored and regulated by the States and its agencies. All the 
players must understand their respective responsibilities and obligations under 
national and international law. 
6.1 Policy for Inclusive Food and Agriculture Value Chain 
Multi sector food security engagement can be significantly enhanced by 
propounding the policy of synergy and value addition in the backward and forward 
linkages along the food and agriculture value chain, with particular attention to small 
farmers and other vulnerable groups. Such strategic interventions will help develop 
inclusive food and agriculture value chains that the operational plan espouses as a 
pathway to transforming India's rural and agriculture sector, thereby achieving 
sustainable food security for huge population which remains disintegrated from the 
main state policy of welfare. Sound value chains policy espoused by state will allow 
efficient integration of food and agriculture production, with processing and 
marketing at the national and state and sub regional levels. With special emphasis on 
the poor and vulnerable groups that remain excluded from greater participation in 
economic activities, the food value chains will also allow small producers adequate 
and fair access to inputs, markets, technologies, and information, and provide diverse 
incomes and job opportunities. Development of efficient and inclusive value chains 
will also enhance urban-rural linkage, allowing supply of safe and affordable food to 
increasing numbers of poor urban people. 
A food system in India is currently undergoing deep transformation. The 
renewed interest in agriculture, both from the public and the private sector, led to 
Foreign Direct Investment in agriculture rising from an average of US$ 600 million 
annually in the 1990s, to an average of US$ 3 billion in 2005-2007 (UNCTD 2009). 
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The increase in Direct Investment is part of a larger transformation of tfie global 
supply chain in the agro food sector (World Development 2009). 
Commodity buyers (wholesalers) are larger and more concentrated than 
previously, and they seek to respond to the requirements of their food industry clients 
by increased vertical coordination, tightening their control over suppliers. The 
processing industry is rapidly consolidating, after an initial period during the 1980s 
and early 1990s during which the Para-State large-scale processors were dismantled. 
This sector is increasingly globalized and dominated by large transnational 
corporations. Global retailers and fast-food chains are expanding to reach China, 
India, Russia, Viet Nam, and covering the southern and eastern Africa, and 
diversifying from processed foods to semi-processed foods and, increasingly, fresh 
produce. 
6.2 Right to Food and Food SCM 
The human right to food is established in many international treaties and other 
instruments, including the Universal Declaration of Human Rights (1948), the 
International Covenant on Economic, Social and Cultural Rights (ICESCR), (1966) 
and the Convention on the Rights of the Child (1989). Thus the rights-based approach 
to food security has a further legal dimension in that the governments have a legal 
obligation progressively to enable all individuals within their borders not merely to be 
free from hunger but to produce or procure, in ways that are fully consistent with their 
human dignity, food that is adequate for an active and healthy life. Realizing the right, 
it requires "the availability of food in a quantity and quality sufficient to satisfy the 
dietary needs of individuals, free from adverse substances, and acceptable within a 
given culture; the accessibility of such food in ways that are sustainable and that do 
not interfere with the enjoyment of other human rights" (ICESCR, 1999) 
Food security exists when all people, at all times, have physical, social, and 
economic access to sufficient safe and nutritious food that meets their dietary needs 
and food preferences for an "active and healthy life (FAO 1996). Ensuring food 
security the availability of basic staples at affordable prices for a large and 
growing population has been one of India's biggest economic and political challenges. 
Since 1960s, food policies have sought to balance producer and consumer welfare by 
focusing on increasing wheat and rice production, support pricing, maintaining buffer 
stocks, and broadly distributing subsidized grain to consumers. With improved food 
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grain supplies, the focus is now turning to reducing the high cost of public food grain 
management and improving the safety net for the poor. In addition, significant new 
challenges have emerged as rising incomes shift demand patterns in favour of high 
value foods such as fruits, vegetables, milk, meat, and eggs and getting away from 
cereals and other staple dietary patterns of food. 
Diversification of agricultural production and marketing of food products now 
offers the primary opportunity to strengthen lagging growth in farm output and rural 
employment. However, achieving diversified growth with equity also requires new 
measures to increase investment and provide the market institutions needed to 
develop India's inefficient food processing and marketing sectors, and to ensure that 
the transformation to higher-value agriculture is inclusive of India's large number of 
marginal and small farmers. 
By far the most striking transformation occurring in Indian agriculture is the 
shift from a food grain oriented supply led framework which is dominated by the 
public sector, to a more diversified and demand driven framework with an expanding 
role for the private sector. Against this backdrop, the current study has examined 
the emerging dynamics and challenges in India's agricultural sector, including 
managing improvements in food access for the poor, facilitating a private sector led 
transformation to more efficient agricultural markets, and effectively linking small 
farmers to these increasingly diverse markets. 
The sharp fall in the total investment, more so in the public sector investment 
in agriculture has been the main cause for the deceleration of agricultural growth and 
development (Kumar 2001). Despite marked improvement in food grain production 
since the 1960s, when India was heavily dependent on food aid, ensuring adequate 
domestic supplies and stable prices remain top priorities for Indian policymakers. 
Although India still periodically imports wheat, it is now a net food grain exporter 
that is typically among the top three world rice exporters and intermittently a 
significant exporter of wheat and coarse grain. India's improved domestic food grain 
supply situation is reinforced by a dramatic rise in foreign exchange reserves 
stemming from the increased competitiveness of its nonfarm exports since the early 
1990s. In contrast to 1960s and 1970s when cereal import costs exceeded foreign 
exchange reserves (Ganesh-Kumar, Gulati, and Cummings, 2007), the recent (April 
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2009) reserves of about $250 billion far exceed the cost of any plausible grain import 
requirement without disrupting other trade and capital account transactions. 
Despite the improvements in domestic supplies and commercial import 
capacity, events such as the 6.3 million tons of wheat imports required in 2006/07 and 
the global food price spike of 2007/08 continue to spark political pressures to 
continue to give food grain production top priority. The 2007/08 global price spike 
triggered a ban on rice exports to insulate domestic consumers from world prices, but 
added fuel to the rise in global rice prices. With the recent drop in prices for rice and 
other commodities, India is likely to resume rice exports. 
6.3 Food Grain Management 
An important take-away from the above discussion is that the problem is not 
food production, but food availability. While India has been food secure at the 
national level (Jha and Srinivasan 2004). The efficient management of public 
procurement, handling, and storage of food grains by the Food Corporation of India 
(FCI), and effective targeting of consumer subsidies on low-income groups are 
continuing challenges in the food grain economy. Changes in weather and price 
policy have driven large swings in public procurement and stocks of wheat and rice 
since the early 1990s. Sharp hikes in minimum support prices led to the accumulation 
of large surpluses far in excess of targeted food security needs during the early 2000s 
and now again in 2009/10 to be worked off through domestic and export subsidies, 
as well as storage losses. The real cost of public food grain management is growing 
about 9% annually, and now far exceeds annual public investment in agriculture 
(Landes, 2008). 
Even with a vastly improved availability of food staples and burgeoning 
outlays on consumer subsidies, effectiv&ly targeting food subsidies on India's lai^ ge 
population of rural and urban poor remains a challenge. India's national subsidized 
food distribution program was renamed as Targeted Public Distribution System 
(TPDS) in 1997/98, with a sharpened focus on targeting people living below the 
poverty line. Although subsidies have been increased for the poorest consumers, the 
TPDS is criticized for pilferage, poor delivery of services, and failure to make an 
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effective dent in hunger, particularly in states where the concentration of poverty is 
the highest. The National Rural Employment Guarantee Scheme (NREGS), a large 
program introduced in 2006, aims at enhancing livelihood security and household 
purchasing capacity by ensuring at least 100 days of wage work annually in rural 
areas. Local governance issues remain critical to the success of the NREGS and other 
efforts to target transfers to poor households. 
6.4 Accelerating Private Investment 
Accelerating private investment in marketing and processing agribusiness 
requires overcoming a historically risky central and state government policy climate 
that heavily regulates movement, storage, and marketing of farm products, as well as 
poor power and transport infrastructure (Landes, 2008). Recent domestic and foreign 
private investment activity in marketing and processing, in part associated with 
regulatory reform by some states, may signal the emergence of a more dynamic 
agribusiness sector to support agricultural diversification. The rapid expansion of 
India's poultry industry since the mid -1990s, driven by private investment in 
integrated operations that have significantly reduced the cost of producing and 
marketing poultry, is an example of the potential for private sector led growth 
(Landes, Persaud, and Dyck, 2004). Another development is the expansion of private 
investment in milk processing and marketing after 2002, when regulatory reforms 
allowed private firms to compete with the traditional dominance of dairy 
cooperatives. The market share of private players in the dair/ sector is expected to 
have overtaken the cooperatives by 2011. (Gupta, 2007) 
Indian farm output has been diversifying away from cereals and towards high 
value crop and livestock products since the early 1990s. The share of cereals in the 
total value of farm output has steadily declined, while growth in high-value products, 
including fruits and vegetables, sugar and fiber crops, milk, meat, and eggs, has 
significantly outpaced that of cereals. In recent years, India has emerged as the 
world's largest producer of milk, the second largest producer of fruit and vegetables, 
and among the top producers of poultry meat and eggs. Increasingly, it is not just food 
grains that drive the agricultural sector and farm incomes, but growth in a broadening 
range of high value products. 
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In contrast to cereals, where policy intervention has been extensive, the 
expansion of high-value crop and livestock agriculture has been led primarily by 
growth in consumer demand and changing preferences associated with rising 
incomes, urbanization, and youthful demographics. Although India's climate, soil, 
and water resources provide the potential to diversify output, agricultural markets, 
market institutions, and processing industries needed to support diversification remain 
severely underdeveloped because of weak public and private investment. The 
agricultural marketing and processing sectors are characterized by a large number of 
small-scale, nonintegrated, and inefficient enterprises, and relatively few large 
vertically or horizontally integrated firms. 
Since 2000, there has also been rapid growth in investment in modem food 
wholesaling and retailing by both domestic and foreign players. Food marketing in 
India has traditionally been dominated by small-scale independent wholesalers and 
retailers with Iit1.le backward integration to farmers. Although the modern retailers 
still account for only about 1.5% of total food sales, and "back end" investment in 
supply chains remains limited, the expansion of modern retailing has the potential to 
spark investment in marketing efficiency and processing that yields benefits to both 
producers and consumers 
6.5 Challenge of Inclusive Agricultural Growth 
The progress achieved in food security and agricultural diversification is 
promising for Indian's agriculture segment, but perhaps the key challenge in 
achieving welfare gains lies in ensuring agricultural growth that is inclusive of small 
holders. It has been well documented that agricultural diversification generates greater 
employment opportunities, particularly for women, and higher incomes for farm 
households (Joshi, Birthal, and Minot, 2006). The area shift from cereals to 
vegetables, in particular, has enhanced employment opportunities in rural areas (Joshi, 
et al., 2005). However, the combination of a large number of small farmers, poor rural 
infrastructure, and fragmented and underdeveloped markets complicate establishment 
of efficient and equitable links between farmers and the diverse, emerging domestic 
markets. 
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Marginal and small farmers, whose average operational landholding declined 
from 2.2 hectares in 1970 to 1.06 hectares in 2003, continue to dominate India's large 
agrarian economy. Nearly 88% of holdings are less than two hectares, with these 
holdings accounting for about 44% of the operated area. Fragmentation of operational 
holdings has expanded the bottom of the agrarian pyramid in all but a few Indian 
states. Small farms have proved to be more productive than large farms they 
contribute about 51% of the value of farm output __ owing to their intensive 
cultivation practices and abundance of family labor. In the case of fresh fruit and 
vegetables, survey results show that 52% of fruit area and 61% of vegetable area is 
cultivated by smallholders (Birthal, et al., 2006). 
But, significant progress needs to be made in developing efficient and 
equitable markets for large number of small surpluses of perishable goods, and in 
managing the limited risk bearing capacity of small farmers. India's agricultural 
markets are crowded with middlemen and commission agents who receive high fee 
and margins that eat into the farmer's incomes (Mattoo, Mishra, and Narain, 2007). 
Part of the problem lies in lack of adequate storage and transport infrastructure and 
integration between growers and markets which result in large postharvest losses. 
Because marketing regulations have historically prevented direct links between 
farmers and agribusinesses, a great deal needs to be done to build integrated 
processing and marketing firms, and to develop contract farming models and other 
market institutions to link small producers with markets. 
Small farmers primarily engaged in the traditional grain cultivation also 
typically lack incentives, capital, and expertise to venture into high value markets, and 
have limited ability to cope with the risks that may be associated with new 
enterprises. Although the potential gains from diversification are higher than for 
producing grains alone, measures are needed to mitigate potential price, production, 
and marketing risks. 
Significant progress needs to be made in developing efficient and equitable 
legal system for markets for large number of small surpluses of perishable goods, and 
in managing the limited risk bearing capacity of small farmers. 
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6.6 Policy Challenges for food SCM 
Indian agricultural policy must balance a changing food security landscape 
with the emerging need to diversify farms and markets towards high value 
commodities. On the food grain front, where the focus has been on increasing 
productivity, the current challenges are to reduce the cost and inefficiency of public 
food grain operations by the FCI, and to ensure an effective food safety net for low-
income households. A key policy option is to shift responsibility for procuring, 
handling, and transporting operational supplies of wheat and rice to the private sector 
and confine the role of the FCI to holding buffer stocks (Srinivasan, Jha, and Landes, 
2007). To improve the food safety net, current options include expansion of targeted 
rural employment and food distribution schemes such as the NREGS and school 
feeding programs, and the introduction of bio-metric identity cards to improve 
targeting the poor. 
Realizing the benefits from agricultural diversification implies significant 
challenges for agricultural price policy. The current price policy of favoring rice and 
wheat cultivation with support prices set on a cost-plus basis has become a politically 
important source of income support in grain surplus areas, but undercuts incentives to 
diversify even when diversified enterprises potentially yield more income per hectare. 
Lower relative support levels for food grains are necessary in order to allow market 
forces to play a larger role in resource allocation, but it is unclear how politically 
feasible this will be or if suitable compensating measures can be identified. The most-
discussed option has been to reduce the minimum support prices for grain, while 
purchasing all operational and buffer stocks required for subsidized distribution 
programs at prevailing market prices. 
In contrast to the dominant role played by the public sector in the development 
of India's food grain sector, the process of diversification into high-value agriculture 
will largely depend on participation and investment by the private sector. The policy 
challenge is to shift from the role of dominant market player, to that of facilitator of 
private investment and efficient private markets. The pace of diversification is likely 
to hinge on an improved climate for private investment in agribusiness and 
infrastructure, including continued market-oriented reform of central and state level 
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regulations that Impede the emergence of modern, integrated marketing and 
processing firms. 
Meeting the challenge of fostering inclusive growth appears to be tied closely 
to easing restrictions on private sector participation in agricultural markets. 
Policymakers are increasingly focused on reforms that can help develop firm-farm 
linkages, including contract farming, cooperatives, and grower organizations. These 
activities have been restricted by state marketing regulations now being amended in 
some states to permit backward integration to the farm level by private agribusinesses. 
India's poorly developed land rental markets are also a potential obstacle to firms and 
farms corning together to do business. Current laws do not adequately protect either 
party in land rental agreements, creating risks that minimize formation of larger 
operational holdings that might be more conducive to improving farm-firm linkages 
and on-farm investment. However, the politically sensitive legal reforms and costly 
improvements in land records needed to develop a more viable land rental market 
appear unlikely in the foreseeable future. 
6.7 Contract Farming and Food SCM 
Contract Farming is an agreement between the food processor, who is 
typically a large organized player and the farmer, whereby the farmer is contracted to 
plant the contractor's crop on his land. He also agrees to harvest and deliver to the 
contractor a quantum of produce, based upon anticipated yield and contracted acreage 
at a pre-agreed price. The food processor provides inputs in terms of technology and 
training to the farmer, to improve the yield and quality of the produce. This results in 
a win-win situation that generates a steady source of income for the farmer and 
eliminates supply shocks and assures good quality farm inputs which are crucial for 
the processor. The Government of India has actively been encouraging contract 
farming endeavours. The National Agricultural Policy envisages that private sector 
participation will facilitate Food Retailing Ancillaries like Packaging Food Processors 
Aggregators and Logistics. In farm inputs and Contract Farming the farmer is 
contracted to farm on his land and the produce of an agreed yield and quality is 
bought by the processor at an agreed price. 
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6.8 Successful Contract Farming in India 
A good example in this area has been Pepsi Foods' experience with contract 
farming for its tomato processing plant at Hoshiarpur in Punjab. Through transfer of 
technology and providing good quality seeds and inputs to farmers, Pepsi was able to 
substantially increase both quality and quantity of tomato production in the area, so as 
to meet the demands of its plant. A key aspect of Pepsi's approach was its partnership 
with local bodies such as the Punjab Agricultural University and Punjab Agro 
Industries Corporation Limited, which went a long way in getting the farmers' buy-in 
and ensuring success of the venture. 
6.9 Terminal Markets 
A Terminal market is a central site, often in a metropolitan area, that serves as 
an assembly and trading place for agricultural commodities. In this there are different 
options for disposing off the produce. It can either be sold to the end consumer, or to 
the processor, or packed for export, or even stored for disposal at a future date. It thus 
offers different options to farmers under a single roof Typically, terminal markets 
operate on a hub and spoke model where the markets form the hubs, and are linked to 
different collection centres (spokes) that are located close to the production centre. In 
Terminal Markets it is joint participation through which an investment in a one-stop 
modern market offering grading, sorting, electronic auctioning, quality testing, cold 
storage and banking facilities encouraged through contract farming and land leasing 
arrangements to allow accelerated technology transfer, capital inflow and assured 
market for crop production takes place. 
The Government of India is looking to promote terminal markets, as a means 
of integrating domestic produce with retail chains. There are plans to set up such 
markets in eight cities across five states, at a cost of US$ 131 million. The cities being 
considered are Mumbai, Nashik, Nagpur, Chandigarh, Patna, Bhopal and Kolkata 
with inbuilt facilities for transport (including cold chain), settlement of payments, 
banking/finance, sales, e-auctions, storage, trader/processor/ warehouse, retailer/ 
exports, cold storage, ripening chamber, etc. 
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6.9.1 Infrastructure 
Grading, washing, packing lines, quality testing, palletisation, material 
handling, sorting, weighing, transport, plastic crates, parking for transporters etc. are 
the measures adopted for improving food supply. 
6.9.2 Collection Centre 
Collection and aggregation of produce, advisory on inputs, prices, etc. and 
settlement of payment are some measures developed for efficient food supply chain in 
the terminal markets. 
6.10 Conclusions 
The UN Report (Special Rapporteur on the right to food. Prof Olivier De 
Schutter, presents on March 5*, 2010 in Geneva) on 'Agribusiness and the right to 
food'states. "Issues related to global food chains and the role of private agribusiness 
actors in global food security have insufficiently been addressed since the 2008 global 
food crisis". The report examines the role of commodity buyers, food processors and 
retailers in the realization of the right to food. 
The above mentioned UN Report makes the following recommendations: 
The States should improve the protection of agricultural workers by: 
(a) ratifying all ILO Conventions relevant for the agro food sector, including 
Convention No. 99 (1851) on Minimum Wage Fixing Machinery in Agriculture; 
Convention No. 129 (1969) on Labour Inspection in Agriculture; Convention 184 
(2001) on Safety and Health in Agriculture; Convention No. 110 (1958) on 
Conditions of Employment of Plantation Workers; and Convention 141 (1975) on 
Organizations of Rural Workers and their Role in Economic and Social Development; 
and 
(b) ensuring that their legislation sets a minimum wage corresponding at least to a 
"living wage" as required by international human rights standards and defined 
according to the criteria identified in this report; 
(c) Monitor compliance with labour legislation by 
(i) devoting appropriate resources for an effective functioning of labour 
inspectorates in agriculture, in order to genuinely meet the requirements of the 
ILO Labour Inspection Convention; and 
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(ii) taking the requisite measures, legislative or otherwise, to reduce to the fullest 
extent possible the number of workers outside the formal economy to ensure that 
agricultural workers are progressively protected by the same social security 
schemes applicable to other industries. 
Among others, the reform should include the establishment of a scheme 
making the registration of agricultural workers compulsory and to combat the 
circumvention of legal requirements by outsourcing, at a minimum by the compulsory 
registration of labour providers; proactively engage in public policies aimed at 
expanding the choices of smallholders to sell their products on local or global markets 
at a decent price by: 
(i) Strengthening local and national markets and supporting continued diversification 
of channels of trading and distribution; 
(ii) Supporting the establishment of farmers' cooperatives and other producer 
organizations; 
(iii) Establishing or defending flexible and efficient producer marketing boards under 
government authority but with the strong participation of producers in their 
governance; 
(iv) Using their public procurement systems to support small farmers; and 
(v) Promoting and scaling up fair trade systems; 
(vi) Reinforce the bargaining power of smallholders and equalize their relationships 
with the agribusiness sector by: 
(a) Prohibiting practices that constitute an undue exercise of buyer power; and 
(b) Combating excessive concentration in the food chain, or abuses of dominant 
positions acquired by certain actors. 
This requires having in place competition regimes sensitive to excessive 
buyer power in the agro food sector, and devising competition authorities with 
mechanisms that allow for affected suppliers to bring complaints without fear of 
reprisal by dominant buyers; 
The public authorities should re-engage in public regulation of global food chains by: 
(i) Guaranteeing that the standards developed by the; private sector do not have 
unintended negative side effects on the realization of the right to food; 
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(ii) Considering the potential of, and strengthening, alternative decentralized 
certifying schemes, such as those qualifying products relative to specific 
cultural/geographical regions; 
(iii) Engaging more broadly in the development of standards through international 
cooperation. 
Private actors of the agribusiness sector should refrain from practices that 
constitute an undue exercise of buyer power, as identified by the states in which they 
operate in their relationships with workers, they should use their influence on 
suppliers to ensure that wages and working conditions improve, rather than degrade, 
as a result of their suppliers joining global value chains, by seeking to conclude 
international framework agreements with global unions, guided by the principles 
stated above by considering unilateral undertakings to monitor compliance with ILO 
standards in the supply chain, while supporting their suppliers in achieving 
compliance; and engaging in chain-wide learning to assure that participation in the 
chain is profitable for all involved, including small-scale producers. In their 
relationships with smallholders the agro firm should involve smallholders in the 
elaboration of and compliance with food safety, labour or environmental standards 
and facilitate their access to global supply chains; and at a minimum, should ensure 
that the imposition of private standards do not exclude smallholders from certified 
food chains (by assessing the impact of private standards on the right to food). Further 
they should negotiate contract farming arrangements that respect the right to food of 
smallholders and the criteria of social justice outlined earlier. The firms must promote 
fair trade through increased shelf space and by running information campaigns 
highlighting the unique importance and contribution of fair trade. 
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CHAPTER VII: ORGANIZED FOOD RETAIL IN INDIA 
The issue of food security is pivotal to the sustenance and growth of any 
economy. India's case in this respect has been particularly depressing. The 
Government of India's nev^ ' agricultural policy specially after 1990 broadens by 
declaring that "private sector participation will be promoted through contract farming 
and land leasing agreements to allow accelerated technology transfer, capital inflows 
and assured market for crop production, especially of oilseeds, cotton, all staple 
grains, mint oil and other horticultural crops". Following the above policy 
announcements a number of innovative agribusiness models have come up. Indian 
and foreign corporate houses have entered into collaborative partnership with rural 
India through vertical co-ordination in the form of forward and backward integration. 
7.1 Un regulated Food SCM 
The Indian supply chain for food products is characterized by varied wastages 
and poor care. The wastage occurs because of multiple points of manual handling, 
inadequate packaging, and lack of temperature control. The physical wastage is one 
component of the inefficiency in the supply chain. There are other inefficiencies as 
well in terms of the deterioration in quality and the cost of intermediation in the food 
chain. An efficient supply chain and distribution structure is an important means for 
raising the income levels of farmers on the one hand and increasing affordability of 
consumers on the other. The unorganised and unregulated food SCM of India and 
particularly in the rural areas is one of the biggest impediments for the growth of 
organised food retails. 
Organized Retail in India refers to not only the modern retail formats like 
supermarkets and hypermarkets as prevalent in most developed countries but also the 
other legalization and registration process associated with it. Indian retail business 
values at around US$ 550 billion as of now and about four per cent of it accounts for 
the organized sector. A report by Boston Consulting Group (BCG) (2011) has 
revealed that the country's organized retail is estimated at US$ 28 billion with around 
7 per cent penetration. It is projected to become a US$ 260 billion business over the 
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next decade with around 21 per cent penetration. The BMI India Retail Report for the 
first quarter of 2012 released forecasts that the total retail sales will grow from US$ 
422.09 billion in 2011 to US$ 825.46 billion by 2015. The report highlights strong 
underlying economic growth, population expansion, increasing disposable income and 
rapid emergence of organized retail infrastructure as major factors behind the forecast 
growth. 
The report further predicts that sales through mass grocery retail (MGR) 
outlets will increase by 219 per cent to reach US$ 28.14 billion by 2015 while 
automotive sales would swell by almost 44.8 per cent from 3.6 million units in 2011 
to 5.21 million units in 2015. Consumer electronic sales are estimated at US$ 29.44 
billion in 2011, with over-the-counter (OTC) pharmaceutical sales at US$ 3.03 
billion. On the similar lines, global consultancy firm Price Waterhouse Coopers 
expects Indian retail sector to be worth US$ 900 by 2014 in its report 'Strong and 
Steady 2011'. 
Organized retail remained a dormant sector largely due to the lack of 
infrastructure for large-scale retail, absence of product variety and a conservative 
Indian consumer. Today the flood of products in the market coupled with a wealthier, 
more informed Indian consumer have created the atmosphere for the entry of 
organized retail to tap into the $320 billion Indian retail industry. The retail sector in 
India is expanding and modernizing very rapidly. A substantial rise in household 
income has caused a growth in consumption expenditure leading to a proportionate 
growth in retail sales. Being a labour intensive sector, retailing engages a large size of 
workforce in the country of which a bigger size is in the urban areas. The growth in 
retail sector is also causing a growth in retail employment but the noteworthy feature 
is that the rise in retail employment in the rural sector is faster than that of urban 
sector. This clearly reflects a higher potential of retail growth in the rural areas. 
The agro-food marketing system in India is undergoing a transformation with 
unfolding of market liberalization and globalization. Traditional marketing systems, 
dominated by ad hoc transactions and intermediaries, are gradually giving way to 
organized marketing systems, such as cooperatives, producers' associations and 
contract farming. Further, the corporate sector is entering into food retailing in a big 
way, which is expected to aid this process of market transformation. (Birthal, 2007) 
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Organized marketing systems are claimed to reduce marketing and transaction 
costs, facilitate farmer's access to technology, inputs, credit and services, and mitigate 
production and market risks, and thus aid speeding up agricultural diversification and 
commercialization. Nonetheless, there is an apprehension that smallholders may not 
benefit much from new marketing arrangements because of their inability to supply 
large volumes and comply with food safety and quality standards being imposed by 
the firms. 
Initial consumer response to these novelties in the retail sector has been very 
promising and as the middle-class continues to grow, organized retail in India is sure 
to see large returns. In fact, organized retail is growing at a staggering 35% per year. 
(Kearney, 2006) 
Organized retail in India is currently dominated by players that have been in 
the market for almost two decades. Pantaloon Retail is the market leader with its Wal-
Mart- multipurpose low cost stores as well as specialized clothing retail outlets. 
Shopper's Stop operates multi-storey malls in the major metros and is the equivalent 
of a Macy's in the U.S. A number of other individual brand retailers like Haldiram, 
Amul, Raymonds and Titan also represent organized retail in India. Today, a number 
of major business houses in India are launching massive organized retail ventures like 
Reliance, Bharti (in a Joint-Venture with Wal-Mart). Major domestic retailers like AV 
Birla, ITC, Godrej, Reliance and many others have already set up farm linkages. 
The present study has made an analysis of the present state on the basis of the 
ongoing developments and trends in the area of organized retails. As the new national 
and international giants are willing to enter the Indian retail market they should be 
aware of the local prevalent infrastructure, legal frame work, and other socio -cultural 
aspects, 
7.2 Retail Food Management 
The study on organised retails has recognised a number of dimensions of 
innovation through the (international) food supply chain (Trienekens and Willems, 
2002), The social and legal dimension (norms and values) is related to societal 
constraints to production, distribution and trade of food and to issues like human well-
being, animal welfare and sustainable socio-economic development. Unequal power 
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relationships in the chain (e.g. increasing global power of retailers) and trade barriers 
impact not only the organization of the cross-border supply chain (moving value-
adding activities to western countries) but also the division of costs and benefits. In 
particular small-scale producers in developing countries are in a disadvantageous 
position because they have little capital to invest, use traditional techniques, and 
depend on family labour and lack contact with (international) market players. As a 
result of increased competition, these small-scale producers may turn out as the losers. 
Supply chain management approach is customer oriented and is aimed towards the 
integration of business planning and balancing supply and demand across the entire 
supply chain (Bowersox and Closs, 1996; Cooper et al., 1997). It tries to bring (J. 
Trienekens, J. Hagen, A. Beulens, 0. 2000) suppliers and customers together in one 
concurrent business process. It spans the entire chain from initial source to the 
ultimate consumer (Lambert and Cooper, 2000; Stern et al., 1996). Advanced 
information and communication technology (e.g. E-commerce) systems are 
increasingly becoming the backbone of these integrated supply chains (Lancioni et al., 
2000; Porter, 2001). 
The rural sector of India is having very unique features. This sector 
constitutes India's 70 per cent population and has tremendous potential for economic 
growth and progress. "The slowdown experienced by India on account of the IT 
(information technology), real estate, financial services and automobile sectors were 
an urban phenomenon," says Ajay Gupta, founder and CEO of ruralnaukri.com, 
which focuses on jobs in the rural sector. "However, the negative impact of all this on 
urban India has been more than offset by encouraging performance in rural areas. The 
rural economy has provided a cushion. "Several factors have led to an increase in 
rural purchasing power," says Pankaj Gupta, Practice Head, Consumer & Retail, Tata 
Strategic Management Group. The increase in procurement prices (the government 
sets the minimum support price MSP for many farm products) has contributed 
to a rise in rural demand. A series of good harvests on the back of several good 
monsoons boosted rural employment in agricultural and allied activities. Government 
schemes like NREGS (National Rural Employment Guarantee Scheme, which 
guarantees 100 days of employment to one member of every rural household) reduced 
rural underemployment and raised wages. Also, farmers benefited from loan waivers 
which were introduced in the last Union Budget. The increase in rural purchasing 
14 
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power is reflected in rural growth across a number of categories. For example, in the 
financial year 2009-10 (April-March) FMCG (fast moving consumer goods) rural 
volume growth is estimated to be 5% to 12% higher than urban growth across a 
n u m b e r o f Ca teeo r i eS CP'J''''Shed; June 1S, 2009 in India Knowledge Wharton\ 
If proper investments are made for the development of rural infrastructure it 
will pave the way for the fast growth of Indian economy. The rural India has been 
considered to be the parasite on the Indian economy although successive governments 
have given subsidies to this sector; however when somie good program are 
implemented at the village level it has given good result. 
Some academicians agree with these upbeat views of a rural resurgence. 
"Policy measures like the waiver of agricultural loans to the tune of US$13.9 billion 
and the NREGS have really put cheers into the rural economy," says Devi Singh, 
director of the Indian institute of Management Lucknow, India. "The Bharat Nirman 
program with an outlay of US$34.84 billion for improving rural infrastructure is 
another step that has helped the rural economy. To some extent, the growth of 
organized retail can also be held responsible for the rural economy's growth, as this 
has ensured that farmers get a better price for agricultural produce. The MSP set by 
the government has been rising further, fuelling rural growth by putting more money 
into the hands of the rural population." 
Singh adds a caveat, however. "While the statement that the Indian economy 
has been saved from the slowdown due to rural growth is true to a certain extent, this 
is not the only factor," he says. "India's growth has been fuelled more by domestic 
demand than exports. Indians spending and saving habits differ from other parts of the 
world. By their very nature they always save for their future and this holds them in 
good steam during times of crisis. The Indian buyer is more finance conscious than 
his global peer. 
The above statement will be truer when we refer it to the rural segments of 
Indian population. Across product categories, however, there seems to be a lot of 
action. Media particularly print and TV have been instrumental. Even in small 
villages, people who have seen the urban lifestyle on television seem to desire similar 
goods and services. Companies have realized this and are going all out to tap this 
latent demand. The market of rural and urban is not having deep isolation when it 
comes to life style and consumption. 
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Following are some examples which demonstrate how the effective policy and 
a will to provide facilities to rural sectors works. 
The State Bank of India (SBI) has started a zero-balance bank account 
program for the villagers. Called the SBI Tiny account, there are no physical branches 
or officials, just a paid volunteer who is equipped with a small box and cell phone. 
The box enables biometric measurements (fingerprints), at the time of opening the 
account to confirm the account holder's identity. The cellophane enables 
communication with the zonal office to check on available balance. Payments under 
programs such as the NREGS and pensions are made directly to these accounts. The 
advantage for the villagers is that they can withdraw money from their accounts at any 
time of the day or night (Withdrawals are never more than a few dollars). SBI hopes 
to cover 100,000 villages by 2012. The bank has tied up with India Post for some 
services. 
The story to of Amul from the cooperative sector is also very glaring example 
that shows the importance of infrastructure for the rural area which ultimately led to 
development of entire western state of Gujarat into one of the most powerful states. 
The regulation and adequate provision of effective supply chain has played very 
crucial role in the success of Amul as a leading brand of dairy products in India. 
Another example of related infrastructure development is Indian Post 
department, the public sector postal network, has its own plans. It has been hard hit in 
urban areas because of the more efficient (though more expensive) private sector 
courier services. Now it is looking at consolidating its hold on the rural areas. Project 
Arrow has been launched to IT-enabled post offices in the hinterland. A pilot project 
involving 500 post offices the country has more than 150,000 has been kicked off. 
It will focus on banking, money remittance, and transmission and delivery of 
informafion. 
The importance of rural market has been aptly realized by the private players 
like Maruti Suzuki, although from different sectors of automobile manufacturer, today 
sells 5% of its vehicles in the rural markets. The company expects this number to rise 
to 15% in the next two years. "This is not just our wish, but reflects market demand," 
says Director (Marketing & Sales) ShujiOishi. 
In telecom, service providers are making a beeline for the villages. That's 
where the growth in what is now the world's fastest growing mobile market lies. 
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According to industry estimates, 70% of all new subscribers will come from rural 
areas. Mobile device manufacturers are also tailoring their products to this market. 
Nokia had earlier launched a basic handset with a torch (large parts of rural India 
don't have electricity) and an alarm clock. In December 2008, it went one step further 
with the launch of Nokia Life Tools. "Nokia Life Tools is a range of agriculture, 
education and entertainment services designed especially for the consumers in small 
towns and rural areas of emerging markets," says the company. "Aimed at providing 
timely and relevant information customized to the user's location and personal 
preferences directly on their mobile devices, Nokia Life Tools are the first step 
towards bridging the digital divide." 
The mobile phone is a new-age product; gold jewelry is as old as the hills. 
Here, too, there has been a rural move. According to World Gold Council figures, 
60% of India's US$15 billion annual consumption of gold and gold jewelry is from 
rural and semi-urban areas. The Tata's have launched a mass-market jewelry brand 
known as Gold Plus. The Tata's train unemployed youth and send them to the villages 
as brand ambassadors. The problem with gold in India is that it is often adulterated. In 
rural areas, gold jewelry is not for ornamentation; it is a safety net for emergency 
situations. Thus, the Tata seal of good housekeeping is taking the brand places. "Gold 
Plus is an interesting example of the brand addressing the non-metro jewelry culture 
with its ethnic touch with regard to its designs and retailing," says Ramesh Kumar of 
IIMB. "There is substantial scope to create products that are oriented towards non-
urban sectors," notes Kumar. "These can be in terms of functional appeal or cultural 
aspects or both. Chik shampoo created the jasmine variant in tune with the culture of 
women using jasmine flowers to style their hair in a few parts of the country. TVS 
mopeds created functional value in tune with the 'all purpose' vehicle culture existing 
in several parts of the non-metro areas. Philips is moving forward with the creation of 
gas stoves and lanterns that will be useful to such markets." 
The sachet is as much a packaging (product) strategy as a price strategy. But, 
asks Garudachar of Voltas, "Have companies done enough about the core product"? 
The shampoo sachet is a case in point. "Villages in India have hard water," he says. 
"But the shampoo that you get in sachets sold in villages is the same that you get in 
towns. Manufacturers should have tailored the products to suit the environment." 
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It doesn't apply across the board, of course, particularly as manufacturers have 
moved away from the mindset that along with cutting price, you can cut quality. 
"Product re-engineering was an issue five years ago," says Harish Bijoor, CEO of 
brand and business strategy consultants. "I do not believe this is an issue at all today. 
The qualit}' on offer needs to be the same all over". One company tried to pass off 
inferior quality tea leaves in rural markets and superior quality grades for urban 
markets under the same brand name. 
Distribution and promotional channels also need to be different for rural 
markets. Some companies in the private sector have come up with innovations like 
ITC have set up the IT-enabled e-Choupal network, and Hindustan Unilever has 
project Shakti, under which women's Self-Help Groups act as the last link of the retail 
chain. As mentioned earlier, India Post wants to convert itself into a retail chain for a 
variety of products. Even fair-price shops, which form part of the government's 
rationing system, are trying to expand beyond supplying just basic foods like rice and 
wheat. 
In the area of promotion, television has invaded rural India. TV reaches even 
very small villages through community sets. But advertising on national channels is 
wasteful if you are trying to target rural areas. Garudachar of Voltas says his company 
is trying to sell air conditioners to the rural rich. "Difficulties in penetrafion are due to 
the widespread and scattered nature of the territory," he says. "At one time, basic 
conservatism and diehard thrift would also have been factors, but exposure to TV has 
changed all that, and created aspirations where once there was resistance to change." 
A serious marketer would need to tie up with other rural-focused producers or 
governmental/non-governmental agencies to create this infrastructure. Onida teaming 
up with Tata BP Solar to provide TV sets with solar generators would be able to 
capture the markets. Similarly, water purifier sellers can engage NGOs to develop 
water table recharge projects in rural areas. This would not only increase the 
consumption (as opposed to purchase) of their products, but also generate goodwill in 
the rural market. 
The rural marketers would need to think rural for long-term success. If they 
can look beyond their products and induce private inifiatives to replace government 
intervention for providing basic services, they would surely capture the first quantum 
growth in these areas. 
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The common thread among all these initiates have been integrating and 
tightening the supply chain for agro products. The initiatives taken by Mahindra's 
Shubhlabh services, Tata Kisan Kendra, ITC e-Chaupal, Godrej Aadhar and DSCL 
Haryali to cite a few, have emerged as new agribusiness supply chain models. 
This vertically coordinated supply chains are supposed to eliminate not only 
the inefficiencies in agricultural marketing which arises due to multilayer 
intermediaries sucking away a large chunk of the margins and leaving nothing for the 
farmer on the one hand and also due to the lack of basic infrastructure and technology 
availability. 
These vertical coordinated supply chain models are common in agriculture 
worldwide. For the development of these models the role of organized retail is 
indispensible in India, besides reforms on land ceiling laws which limit such vertical 
coordination. Corporate farming, captive farming or contract farming were only 
allowed in plantations, degraded or waste lands and so on. With the government's 
change in policies regarding contract farming, a stage is set for such vertical 
coordination in Indian agriculture as well. This chapters has evaluated the policies and 
framework by the attempts made by corporate India i.e. PepsiCo's contract farming in 
Punjab, ITC's e-Chaupal and Mahindra's Shubhlabh services. 
7.3 Retail Scenario in India 
Retailing represents a significant part of Indian and World commerce. Retail 
sales and employment are major contributors to the economic development. Retail 
trends often mirror trends in a nation's overall economy (Herman, & Evans 2007). 
The retail sector in India is expanding and modernizing very rapidly. The Indian retail 
industry has over 12 million outlets which is the largest in the world (Levy, Weitz, 
&Pandit 2008). According to CSO estimates, total domestic trade, both wholesale and 
retail included, constituted about 15.1 per cent of India's GDP in 2006-07, a 
successive increase in share from 13 per cent of GDP in 1999-00. Taking into account 
the fact that retail trade is more labour intensive than wholesale trade, the contribution 
of retail trade alone to GDP can be estimated to be around 11-12 per cent in 2006-07. 
(ICRIER 2008) 
Vast majority of these are small unorganized retailers (known as 'mom and 
pop stores') fragmented unevenly in different geographical terrains with an average 
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size of 50 sq. ft. area. The retail space per capita stands at only 2 sq. ft. per person in 
spite of the fact that the country has the highest number of retail outlets. Apart from 
small and medium sized retailers, thousands of commission agents, stockists and 
distributors also operate at local level. At the same time many small producers such as 
artisans and farmers sell their products directly to end users. 
Historically, Indian retailing was found prominent in rural areas in the form of 
weekly Haats (periodic markets) and village Melas (fairs) catering the daily needs to 
the villagers. With the emergence of towns and cities the neighbourhood (kirana) 
stores got more popular which served to the convenience of the consumers. The next 
phase was witnessed after the establishment of Khadi& Village Industries 
Commission with a chain of more than 7000 stores. It was meant to offer equal 
opportunities of employment and income generation to the rural craftsmen. Super 
bazaars and shopping centres are of late origin and are still in the phase of 
development leading to a revolution in retailing. A new format is evolving to provide 
a complete destination experience to the consumers. 
A substantial rise in household income has caused a growth in consumption 
expenditure leading to a spectacular growth in retail sales. Retail is a labour-intensive 
economic activity. According to NSSO's Employment and Unemployment Survey for 
2004-05, employment in the retail trade has been 35.06 million, divided between rural 
(16.08 million) and urban (18.98 million) sectors. This constituted about 7.3 per cent 
of the workforce in the country (459 million). Wholesale trade, on the other hand, 
contributed to an employment of 5.48 million, of which only 1.71 million was in the 
rural sector and 3.77 million in the urban sector. The growth in retail sector is also 
causing a growth in retail employment. An additional employment of 4.44 million 
was added in this sector during the five-year period, 2000-05, showing an annual 
employment growth of 2.7 per cent per annum. 
However, it is interesting to note that the retail employment growth has been 
quite high in the rural sector there has been a massive rise in employment in rural 
retailing of 3.93 million during 2000-05 and the urban sector has also shown an 
employment growth, but only of 0.51 million during this period (ICRIER 2008). This 
clearly reflects a higher potential of retail growth in the rural areas. 
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1.4 Emergence of Organized Retailing 
Retail is primarily classified into two sectors as organized and unorganized, 
depending on how it is done. In China organized retail segment accounts for about 
20% of total whereas this proportion is around 40% in Thailand and 50% in Malaysia 
(Dogra&Ghuman 2008). Sam Walton, the founder of Wal-Mart, started as a store 
owner with a simple target to take this retail stores to rural areas of the US and sell the 
goods at the lowest prices around. Wal-Mart has continued its global expansion while 
maintaining the original core values of low overhead, the use of innovative 
distribution system and customer orientation. Today the annual turnover of Wal-Mart 
is higher than the size of entire retail industry of India. 
Indian retiling is highly fragmented and the organized sector in the country is 
at a very nascent stage accounting to only around 4% of the total. But the retail sector 
is a very attractive potential frontier for the corporate India. Retail trade is expected 
to grow at 13 per cent per annum during 2007-12. Its value will then be about US$ 
590 billion in 2011-12 (ICRIER 2008). The rising demand would not effectively be 
met by the unorganized sector. As in other countries, this provides the basis for the 
expansion of organized retail. 
The share of organized retail in total trade has risen in all developing countries 
in recent years. In 2006 it was 20% in China, 36% in Brazil, 15%o in South Korea, 
30% in Indonesia, 20% in Poland, 40% in Thailand, and 22% in Vietnam. (ICRIER 
2008) High population density in metropolitan cities and surrounding towns is 
providing geographical penetration to modem retail. The firms are following 
acquisition, joint venture or a combination of the two routes for their market entry. 
Some firms are also expanding vertically by forming subsidiaries or holding firms 
important in the supply chain. Typically firms are posifioning themselves in lifestyle 
(like fashion apparel, consumer durables, furniture and furnishing) and value retailing 
(discounts and value-for-money strategy). 
The markets are offering great opportunities to the business giants, local, 
national and international -alike that are looking to tap India's vast and abundant 
demand. A. T. Kearney's (2009) annual Global Retail Development Index (GRDI) 
has rated India No. 1 in position as the most attractive market for retail investment. 
And India has occupied this top position four times in the last five years in the survey. 
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Rural markets, having less density of retailing, with expanding income have 
also been tempting the business leaders to invest there in retailing. By rural retailing 
not only do the consumers benefit, it also supports the infrastructure, other industries, 
the government agenda and the entire economy. The organized and large sized 
retailers have a good scope to meet the rural needs and aspirations by offering them 
the choice in terms of range and brands and offer them everything they need under 
one roof and on bargain price. They are therefore poised to flourish and encourage a 
hyper marts' format in the country. 
7.5 Impact of SCM on Unorganized Retailing 
Indian Planning Commission (2006), giving the virtues of organized retailing, 
has noted that organized retailing brings many advantages to producers and also to 
urban consumers, while also providing employment of a higher quality. Organized 
retailing in agricultural produce can set up supply chains, give better prices to farmers 
for their produce and facilitate agro-processing industries. Modern retailing can bring 
in new technology and reduce consumer prices, thus stimulating demand and thereby 
providing more employment in production. 
The important role of FDI in supplementing domestic resources and ensuring 
employment generation in the development of economy has been endorsed by a 
number of experts (Jain, Jain & Jain 2008). The professional and big retailers will 
offer better quality services and the produce. The competition among them will lead 
to better consumer choice and a more competitive price. Farmers and suppliers will 
also get a better deal by selling their produce directly to major retailers. Expansion in 
the organized retail sector and entry of foreign companies will also have the following 
additional benefits: 
a) It will increase the purchasing power by generating income even at the bottom 
of pyramid. 
b) FDI inflow will facilitate the economic development. 
c) Infrastructural development especially in roads, transport, warehousing etc. will 
take place. 
d) Other sectors in the supply chain like agriculture, entertainment, food 
processing etc. and the allied industries will be supported. 
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e) Number of tax payers and the VAT collections will increase. 
But there are apprehensions on this account as well. Around 40 million people 
are engaged in retail trade in India, and even a small percentage loss of employment 
in this sector amounts to thousands of unemployed. An efficient and organized 
retailing may lead to bypassing many intermediaries causing a job displacement from 
the traditional supply chain. The estimated future loss of jobs as a result of FDI in the 
retail sector is between 4, 32,000 and 6, 20,000 (Guruswamy, Sharma, 
Mohanty&Korah 2005). But a more comprehensive study by ICRIER (2008) found 
that there was no evidence of a decline in overall employment in the unorganized 
sector as a result of the entry of organized retailers. The rate of closure of the 
traditional units on account of competition from organized retail is lower at 1.7% per 
annum. (ICRIER 2008) 
The major retail chains like Wal-Mart and TESCO have already opened their 
procurement centres in India. The wide food variety and rich textile and handicrafts 
heritage make India a very attractive procurement hub for them. By opening their 
retail chains here a monopoly power may be exercised by these giants who may do 
more harm than benefit to our system (DipankarDey, 2006). Giving the examples of 
several studies, it is concluded that small farmers, unorganized workers and 
consumers are the main losers as global retailers consolidate their power through free 
movement of global capital. 
The traditional retailers consisting mainly of kirana{groctry) stores will, 
however, continue to exist. Their volume of business and profitability is adversely 
affected in the vicinity of organized retailers but this effect weakens over time 
(ICRIER 2008). On the whole the organized and the unorganized sectors in retailing 
are complementing each other and are not growing at the cost of other as the two cater 
to different segments or the need categories in the market. 
Firms and companies involved in global food and agribusiness chains and 
networks are facing fast changes in the business environment, to which they must 
respond through continuous innovation. New procedures and practices for organizing 
food supply networks, with direct ties between primary producers, processors and 
retailers should be evolved to cope with the food safety and health demands. 
Optimizing the individual stages in a chain usually results in sub-optimal overall 
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chain performance. For this reason, agro-food companies try to enforce regulations to 
all actors in the chain that become part of the global market and institutional 
environment (Jongen 2000; Van der Laan et al. 1999). 
7.6 Challenges before the Traditional Retailers 
The traditional retailers will have enough scope to operate in length and width 
throughout the rural and urban areas which are not covered by the organized sector. 
But they will have to work seriously towards revamping their business to obtain 
strategic advantage at various levels market, cost, knowledge and customer. 
There prevails a seller's market in most of the rural retailing. They do not 
properly display the goods, don't give choice in terms of range and brand, may even 
stock counterfeits and fakes and charge prices arbitrarily. In the backdrop of this 
scenario, corporate sector is planning to offer integrated solution to them by 
overcoming the above problems. ITC's ChoupalSagar, Tata's KisanSansar, 
Shriram'sKisanHariyali Bazaar, Godrej's Aadhar and Manthan and Mahindra's 
Shubhlabh are just a few examples of such attempts. 
The traditional and rural retailers will have to adjust themselves to the 
changing market conditions like rising income level and aspirations, increasing 
demand for quality products, desire for urban like experience, changing tastes, 
frustration with low quality and sensitivity to counterfeits, etc. 
They cannot have the edge in giving customers the value-for-money for 
national or standard brands but they can offer them more customized and personalized 
package for other kinds of products or services which are designed or tailored to the 
local needs. The shopping experience, the variety, the quality and advanced systems 
and technology that the shopping malls offer may be beyond their capacity but the 
convenience, accessibility, loyalty, value-added services, credit, home delivery etc. 
are the favourable factors that can redefine their role. On the urgent need of a local 
customer when the traditional retailer delivers the goods to him on credit, he actually 
builds an emotional obligation in his mind. This works as a long lasting loyalty to the 
retailer by his customer. There are still large clusters of the society that are not 
attracted by the shopping malls. 
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The unorganized retail sector is expected to grow at about 10% per annum 
with sales rising from US$ 309 billion in 2006-07 to US$ 496 billion in 2011-12 
(ICRIER 2008). This is in spite of the fact that this sector is financially weak with 
serious physical space constraints with them. The conflict between the supermarkets 
and the unorganized retailers has prevailed in several countries (e.g. in Indonesia, 
Philippines and Thailand) due to inequality in power and use of that power by the 
supermarkets in business operations. This originates the need for monitoring and 
regulation in the matter. 
The whole of the developing world wants a 'pro-traditional' or 'pro-small' 
retail and supply chain system. India stands out in this preference. In this endeavour, 
the effort will be to narrow down the inequality between the two and make weaker 
ones financially, strategically and operationally stronger. And these parameters are 
also interlinked with each other. 
The government should give, on priority, a policy support, legal protection, 
financial, informational and organizational assistance to the small and traditional 
retailers as they are capable of greater employment generation and equitable income 
distribution. Large number of small retailers fragmenting across the regions of the 
country is always desirable over the mega-malls opening around the metropolitan 
cities. Region-wise and operation-wise integration between the malls and the small 
retailers is also desirable. 
Keeping in mind the need to facilitate a hospitable environment and an even 
playing field both for organized and unorganized retailers the study proposes the 
following tasks be undertaken seriously: 
a) Formulate a policy for regulating the organized retailers including the foreign 
companies. 
b) Ensure the financial support to small and traditional retailers to facilitate the 
growth of the sector in decentralized and balanced way. 
c) Invest in and strengthen the infrastructure for country wide supply chain. 
d) Provide managerial and procedural assistance to modernize the traditional retail 
sector. 
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Reardon and Hopkins (2006) have indicated the use of four kinds of 
regulations around the world to properly regulate the retail growth. They are: 
1. Competition policy that limits concentration and collusion. 
2. Zoning and hours regulations to limit the diffusion, market penetration, and 
convenience. 
3. Pricing regulations that prevent modern retail companies from pricing below 
cost and prompt-payment regulations to secure speedy payment to suppliers. 
4. Policies to strengthen traditional retailers and suppliers through technology and 
practice upgrading, enhancing organizational capacity, and financial access. 
After the early opening up of the retail sector in a few Southeast Asian 
countries, they imposed the restriction in the late 1990s through a combination of 
competition laws, FDI regulations, zoning and operating hours' laws. (Mutebi 2007) 
The fast growth of Indian retail sector has attracted the foreign mass 
merchants and food retailers. Wal-Mart, Carrefour, TESCO, and some others are 
planning to have their presence here but they are waiting for the FDI norms to be 
relaxed further. 
There had been no restrictions on the entry of foreign retailers into the Indian 
market till 1996. However in 1997 FDI in retailing was prohibited in the country. In 
January 2006, again a partial liberalization took place in the policy. Foreign 
Investment Promotion Board (FIPB) approved that the foreign companies can go up 
to 51 percent in single brand retail joint ventures. Besides this, foreign companies are 
allowed in wholesale cash-and-carry business and export trading with 100 per cent 
equity through the automatic route. Foreign companies with 100 per cent equity can 
also carry out trading of items sourced from the small-scale sector and do test 
marketing of products for which the company has a manufacturing approval under the 
FIPB route. Recently, UPA II had decided to pass a bill for allowing the FDI in retails 
faced opposition from all quarters of Indian society, even some of its allies also 
opposed to it on the issue of allowing FDI in retail. The policy change could have 
opened the floodgates of investment by foreign firms, has been on hold at least for 
some time. The government on the issue has been on defensive posture. It seems the 
issue is very critical and of foremost value to trading community who are not willing 
to forgo their interest. 
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On the other hand countries such as China have witnessed tremendous growth 
by opening the retail sector to FDI. But the circumstances are somewhat different 
there. The support of infrastructural and rural development in India has not reached 
that level as yet. Thailand made a similar attempt in 1980 by opening up its retail 
sector for FDI. On the arrival of European retail giants many traditional retailers had 
to close down. As a consequence the share of traditional traders in retail sector came 
down from 74 % in 1997 to 60 % in 2002 forcing the Thai government to reverse its 
decision to liberalize the FDI. (Dey 2006) 
Restriction in FDI for retail should continue. However in case it is allowed, it 
should be opened gradually. Initially the less sensitive sectors like lifestyle products, 
garments, house ware, entertainment etc. should be opened. It must also be tied up 
with infrastructure building by them. A licensing system may be used to give approval 
on the merit of the case while guaranteeing the regional and sectoral balance in the 
economy. The licensees may be charged, the bidding fee for generating revenues to 
meet the development costs for the concerned localities. In any case the basic 
objectives of balanced growth, equitable income distribution and employment 
generation should not be forgone for inviting FDI. (Ahmad 2010) 
7.7 Modernizing the Unorganized Retailers 
In the process of helping out the unorganized retailers, the problem is more 
related to revamping them rather than saving them from the onslaught of organized 
retailers. The ultimate and the long term solution for the traditional, unorganized and 
small retailers will be to upgrade them to modem retailing to ensure value generation 
by professionally managing the SCM. The governments, the legal framework, the 
infrastructure, the facilitators, the corporate sector and the whole system should 
encourage them in this endeavour. Banking, insurance, transport, warehousing and 
telecommunication system should offer a support on preferential basis to the small 
and traditional retailers especially when they focus the rural and remote areas. 
In competition with organized retailers, the most crucial thing the traditional 
retailers are lacking in is the availability of credit from the commercial banks. This 
weakness badly affects the backward integration possibilities depriving the suppliers 
from getting any good deal from the retailers or directly from the banks. Proper 
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support from the financial and technological agencies if facilitated will surely 
strengthen the backward integration of the retailers. Credit at reasonable rate from 
banks and micro-credit institutions should be insured for growth and modernization of 
traditional retailers. The innovative kinds of rural and small retailer credit schemes 
will definitely help them to upgrade and consolidate. 
The organized retailers have to their advantage the sources of finance and 
technology, but if the unorganized retailers are encouraged to form cooperatives they 
can substantially gain by raising finance, applying technology and do the procurement 
from the best sources more economically. The government agencies can assist the 
formation of cooperatives or associations of kirana stores as has been attempted for 
the farmers and the producers. The procurement agencies may be set up on local basis 
as small retailers' cooperatives and those may also function as cash-and-carry outlets 
to procure jointly and supply to the members. This kind of arrangement is found in 
China. 
The wet markets should be modernized in a time bound manner with emphasis 
on hygiene, convenience, approach roads, entry, exit etc. Such efforts have been made 
in many Southeast Asian countries. (ICRIER 2008) 
For the development of infrastructure, the full responsibility cannot be 
shouldered by the government alone. Public-Private-Partnerships (PPPs) are just 
another route to it. The organized retailers may be forced by the regulatory agencies 
to contribute to this end in their area of operation. The corporate giants in retailing can 
do a lot for the small and traditional traders if they are properly monitored. ICRIER 
research (2008) also recommends the formation of "private codes of conduct" by 
organized retail for dealing with small suppliers. The same thing can be achieved for 
the small retailers. Such a code may then be incorporated into enforceable legislation. 
To consolidate the recommendations made for helping out the unorganized 
retailers we need to ponder over the means of accomplishing the task. The kinds of 
interventions and the support desired for the small and independent .traditional 
retailers demand for a long term arrangement and a permanent body in the country to 
look after their interests. The wave of liberalization may possibly leave the call of 
these traditional retailers unattended. It is therefore suggested that a national 
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commission or a government agency (that may come directly under the Ministry of 
Commerce and Industry, Government of India) be set up. This will essentially prevent 
the big fish eating up the small ones. This commission may safeguard the interests of 
small, rural and traditional entrepreneurs in retail sector by helping them to modernize 
and be cost effective. Indigenous, traditional, labour intensive and environment and 
people friendly economic activity may get a focus by this commission. The 
commission may involve itself in the following tasks: 
1. Formulate and recommend the retail policy to the government which may 
safeguard the interests of this segment. 
2. Work as an apex body to integrate with Government and the developmental 
agencies to offer an infrastructural support to such retailers. 
3. Coordinate with the financial sector to make available sufficient finances to 
such retailers. 
4. Integrate the organized and unorganized sectors of retiling for supporting 
each other. 
5. Provide a forum to such retailers to unite and take up the Supply Chain 
Management operations jointly for cost efficiency and high performance. 
6. Provide managerial and procedural support individually to small, rural and 
traditional retailers to modernize and thus reduce the gap between organized 
and unorganized retail sectors in India. 
7.10 Conclusions 
The retail market in India is offering great opportunities to the business 
leaders. This sector is promising a spectacular growth to both organized and 
unorganized retailers in urban as well as rural parts of the country. Both will coexist 
and prosper without causing any threat to the other. The traditional retailers will 
however have to struggle for revamping their business. They need to redefine their 
role and professionalize themselves to obtain a strategic edge over the organized 
retailers. A policy intervention, legal protection, financial and managerial support and 
a cooperative joint operation for promotion of backward food integration and supply 
chain development will make them strong and competitive. FDI in retailing should be 
restricted or tied up with decentralization and protection of traditional retailing. The 
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organized sector should be forced to contribute to infrastructure development and help 
the small, traditional and rural players in modernization and up gradation. A national 
commission may be set up to coordinate the efforts of all public and private agencies 
to this end. 
This implies that there is an enormous amount of scope for private and public 
agencies to participate in the regulations of foods production and processing and also 
to exercise control on the maintenance of food safety rules and quality control. There 
is a need of cooperation among the different agencies at national and international 
level to develop synergy so that the inertest of farming community and that of 
different stakeholders are properly guarded. In addition to international standards 
(FAO Codex Alimentarius, SPS agreement), the national agencies for grades and 
standards are also playing their role with responsibility. 
Workings for the betterment of food quality and quantit^ ^ different players 
are coming across with different interests and often they clash on one or the other 
ground for the regulation of food production. For example sometimes practice of one 
public group competes with another private rule for Good Agricultural Practices 
(GAP). Public regulation may involve normative codes regarding health and safety, 
but also includes compliance with labour and environmental standards. The latter are 
strongly advocated by (inter)nationally operating non-governmental organizations, 
like Greenpeace, lUCN, Oxfam and others. The corporate social responsibilities of 
firms are further driving forces for following the rules of government and also to 
maintain harmony with environment and pollution norms. 
The initiatives for pronouncing fair and ethical trade practices intend to make 
food SCM and it's trading more transparent and try to mobilize consumers and other 
group for these issues related to food problems. Another aspect of the legal 
framework refers to ownership rights and the supply chain governance structure. The 
above studies have analysed that as long as the agro operations of Indian firms remain 
limited to production activities and having marginal or fractional role in value 
addition of food products, the India firms will not be able to exercise governance 
power and will receive a minor share of the food industry market. 
Joint ventures and strategic alliances between local and international firms in 
the form of FDI or franchisee may enable producing firms to acquire business practice 
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and learn best international practices. Other options for reinforcing collective action 
are in the form of contract farming and allied activities and allowing the entry of 
organised retails market of international level. The entry of giant player like Wall 
Mart, Carrefour etc. will set new rule of competition for the Indian farmers and other 
actors who are involved in the marketing and production process. 
Government intervention plays an important role in guaranteeing the 
availability and distribution of agro-food products to local and marginal consumers. It 
is therefore in the interest of local consumers that regular inspections take place, and 
that an acceptable degree of local competition is maintained to guarantee that the 
retail prices are established under competitive conditions. Given the increasing size of 
domestic Indian markets, the rapid rise of supermarkets in developing countries like 
China, Indonesia, and other east Asian countries shows that there is intense 
competition and finally the poor and middle-class consumers appear as the main 
winners. There is thus certainly a room for competitive policies which can be 
regulated by the government for the protection of marginal players. 
Guaranteeing the participation of smallholders in agro-food supply chains 
requires level field for them. Presently the opfions for farming community to drive 
mileage collectively are limited in the form of cooperative and announcement of MSP 
by the government. The farmers are devoid of any concrete competition which gives 
them advantage of market factors. Market entry by farmers directly is very much 
dependent on both internal and external economies of scale and scope. In the absence 
of adequate provision of road infrastructure and storage facilities the farmers are 
forced to sell their products often at very minimal and sustenance marginal prices. 
The entry of 100% FDI in retail is the only option for the developing countries for 
protecting the interest of the poor farmers. 
The phobia against entry of multinational retails is artificial and more of 
political in nature then a very thoughtful act on the part of traders who are opposing it. 
If the entry of MNCs can be permitted in telecommunications sector which has 
revolutionised the communication pattern in the form of cell phones in India, why not 
a chance be given to.agro-food for the competitive and open market in the interest of 
Indian farmers.The retail experts spell a bright future for organized retailing in India 
at an annual growth rate of 9.5 per cent _ to double its presence to $30 billion by 
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2010, there are some key supply chain issues which are impeding its growth, reveals a 
report winning with Intelligent Supply Chains. 
According to the report, which was released by the Federation of Indian 
Chambers of Commerce and Industry (FICCI) and Ernst & Young, "the most 
significant challenge that impedes the development of an efficient and modern retail 
sector is an underdeveloped supply chain". Commenting on traditional supply chain 
networks, it says that the chain, a partially informed push/ pipeline model with a 
unidirectional flow, is expected to transform into a fully informed network model 
with bi-directional flow of information. 
The report also points out to the huge shortage of experts in this area, coupled 
with the fact that only 64 per cent of organizations have a full fledged independent 
department to manage the supply chain. Commenting on the importance of supply 
chains, Bharti Enterprises managing director RajanBharti Mittal said, "If the front end 
has to grow, you need a completely stitched back-end. There is a loss of 3 per cent 
GDP growth if we do not invest in infrastructure." Of the existing domestic retailers 
in the organized sector, the Future Group, promoters of Big Bazaar and Food Bazaar, 
has a separate branch Future Logistics to look into its supply chain logistics. 
Speaking to The Indian Express, Pantaloon Retail Chief Executive Officer (Food 
Business) ArvindChaudhary (2007) said, "The cold infrastructure in the country is 
missing. Moreover, one can't have cold infrastructure in parts; it has to be present for 
the entire logistics. Otherwise there will be a thermal shock." 
To bring a balance between the supply chain practices adopted so far and 
emerging futuristic technologies, the report suggests adoption of an "Intelligent 
Supply Chain". It speaks of a paradigm shift from traditional supply chains towards 
adaptive and real-time supply networks. "To achieve profitable growth over the next 
few years, supply chains need to be realigned into efficient, agile and adaptable 
networks," says the report. This, in turn would help manage costs, ensure product 
availability and be highly responsive. 
Agrees Chaudhary (2010) as he points out that transporting perishables 
through cold infrastructure will increase the costs of basic commodities like tomato 
and potato by at least nine times. "Currently, barring fruits and vegetables, everything 
is transported under ambient (natural) conditions. We have to evaluate the wastage 
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versus cost of transporting through cold infrastructure. In effect, the real wastage is 
minimal as the lesser produce is sent for processing," adds Chaudhary. He suggests 
alternatives suitable for Indian conditions, such as encouraging farmers to harvest 
perishables early in the morning, transporting then quickly to local markets and 
sourcing from them. 
The report calls for informational and technological intervention to tackle the 
current bottlenecks by using supply chain technologies like Radio Frequency 
Identification, barcode scanners, Point-of-Sales terminals, handheld devices and 
software packages. It reveals that 85 per cent companies use IT to capture and analyse 
real-time information for effective decision making. 
The marketing and promotion strategies which are adopted for the 
development of rural infrastructure should be different from the urban one. There is 
acute duplicity in the developmental process of rural areas. It"s not only lacking 
inclusive development but also vary as per the region and state wise. Thus rural 
developmental programs must take into consideration the cultural and social aspects. 
Besides the rural folk should be looked upon as customers and not as commodities. In 
the words of C. K. Prahlad they should be given the same treatment which is 
honoured to the customer (Prahlad 2009). Precaution should be taken to the 
development of infrastructure to enable further development of the retail projects in 
rural areas as well as urban areas. 
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CHAPTER VIII: 
LEGAL POLICIES AND DRIVERS FOR ENVIRONMENT FRIENDLY 
FOOD SCM 
8.1 Introduction to Green Supply Chain Management 
Increasingly, companies are admitting that environmental management is a 
key strategic issue with the potential for a lasting impact on organizational 
performance. For example, more than 40,000 companies have implemented ISO 
14001, the environmental management system standard (Zhu and Sarkis, 2004). 
Greening the supply chain is increasingly a concern for many business enterprises and 
a challenge for logistics management in the 2P' century. The particular concern is 
how to raise organizational environmental awareness in corporate environmental 
management practices into their logistics activities (Zhu et al., 2008a, b, c). According 
to Zhu and Sarkis (2004) and Zhu et al. (2008a,b,c), Green Supply Chain 
Management (GSCM) covers a set of environmental management approaches which 
are beneficial for logistics management and are designed to integrate environmental 
considerations into the forward and reverse logistics. Examples of green supply chain 
management practices include reducing packaging and waste, evaluating suppliers 
based on environmental performance, developing more eco-friendly products, and 
reducing carbon emissions associated with the transport of goods (Walker et al., 
2008). 
Various definitions of GSCM exist in the literature. The following paragraphs 
recapitulate some of the definitions of GSCM that have been published in the 
literature. According to Gilbert (2001), greening the supply chain is the course of 
absorbing environmental criteria or concerns into managerial purchasing decisions 
and long-term relationships with suppliers. Essentially, there are three approaches to 
GSC: environment, strategy, and logistics. In addition, the concept of green 
productivity (GP) shows that for any development strategy to be sustainable"it needs 
to have a focus on environment, quality, and profitability, which form the triple focus 
of GP (Hwa, 2001). Kogg (2003) used the definition of GSCM given by Zsidisin and 
Zsidisin, G.A., Hendrick, T.E., (1998). 
Siferd (2001): "the set of supply chain management policies held, actions 
taken and relationships for average response to concerns related to the natural 
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environment regarding the design, acquisition, production, distribution, use, re-use 
and disposal of the firm's goods and services". 
Srivastava (2007) defined GSCM as "integrating environmental thinking 
into supply chain management, including product design, material sourcing and 
selection, manufacturing processes, delivery of the final products to the consumers, 
and end-of-life management of the product after its useful life". GSCM is a concerted 
effort throughout the company and is more than simply putting some green practices 
in place, but rather a consistent, holistic improvement of the environmental 
performance of all levels of management and on the shop-floor (Davies and 
Hochman, 2007). Rettab and BenBrik (2008) defined the green supply chain as a 
managerial approach that seeks to minimize a product or service's environmental and 
social impacts or footprint. According to Zhu et al (2008a, b, c), GSCM "ranges from 
green purchasing (GP) to integrated life-cycle management supply chains flowing 
from supplier, through to manufacturer, customer, and closing the loop with reverse 
logistics". 
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Fig.8.1. Steps in implementing a Green Supply Chain (Adapted from EPA 2000) 
The U.S. Environmental Protection Agency (2000) provides four basic steps 
to implementing a green supply chain, as shown in Fig. 8.1. These are: (a) Identify 
costs (b) Determine opportunities (c) Calculate benefits, and (d) Decide, implement 
and monitor. 
According to Srivastava (2007), GSCM covers activities such as 'green 
design', 'green sourcing/ procurement', 'green operations' or 'green manufacturing', 
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'green distribution, logistics/marketing' and 'reverse logistics'. According to Walker 
et al (2008), the green supply chain concept covers all phases of a product's life cycle, 
from the extraction of raw materials through the design, production, and distribution 
phases, to the use of the product by consumers 
Energy Energy 
Energy 
External 
Waste 
Figure 8.2: Process involved in green supply cliain management Adapted 
from Hervaniet, al (2005) 
and its disposal at the end of the product's life cycle. Hervani et al. (2005), 
discuss the various processes that are involved in GSCM. These processes are 
illustrated in Fig.8. 2. The main objectives of this chapter are: (1) to identify and rank 
the drivers that can affect the implementation of a green supply chain; (2) to 
determine the interactions among the identified drivers; and (3) to understand the 
managerial implications of this research. The sections of the chapter are covering 
literature review on green supply chains, problem description, policy implications. 
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legal framework, supply chain actions and the drivers that affect their implementation. 
The solution methodology is explained in the end, followed by discussion and 
conclusions. A case study of aluminium products' company has been taken for 
illustration and analysis of the steps required in the process of GSCM adoption. 
8.2 Problem Description 
The case of a company is under study, which is a leading firm and produces 
aluminium products in southern India. The company produces mainly pressure 
cookers, and also sauce pots and saucepans. Today, it makes 57 different models of 
pressure cookers in 10 different types. It is the leader in the pressure cooker market in 
India and has been exporting its products since 1974 to various countries in each of 
the six continents of the world. Due to environmental legislation the company is 
planning to implement green supply chain concept. Choosing the drivers that are 
important for implementing green supply chain management practices involves a 
literature review and a decision-making team which includes experts from the 
industry. 
8.3 Drivers Involved in Green Supply Chain 
The major drivers involved in Green Supply Chain Management found 
relevant for this study and the case under discussion are given in Table 8.1. These 
drivers have been identified by extensive literature surveys and discussions with the 
industry members. 
Tab 8.1: Drivers of green supply chain management 
Drivers 
Certificafion of suppliers' 
environmental 
management system (1) 
Environmental 
collaboration with 
suppliers (2) 
Sources 
Vachon (2007), Zhu etal.(2007a,b,2008a,b,c) and Paulraj 
(2009) 
Zhu and Sarkis (2006), Zhu et al.(2005, 2007a,b, 
2008a,b,c), Lippmann (1999), US-AEP (1999), Yuang 
and Kielkiewicz-Yuang (2001), Klassen and Vachon 
(2003), Lippman (2001), Hu and Hsu (2006), Vachon 
(2007) and Holt and Ghobadian (2009) 
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Collaboration between 
product designers and 
suppliers to reduce and 
eliminate product 
environmental impacts (3) 
Government regulation 
and legislation (4) 
Green design (5) 
ISO 14001 certification 
(6) 
Integrating quality 
environmental 
management into planning 
and operation process (7) 
Reducing energy 
consumption (8) 
Reusing and recycling 
materials and packaging 
(9) 
Environmental 
collaboration with 
customers (10) 
Reverse logistics (11) 
1 
Lippman (2001), Zhu et al. (2005) and Holt and 
Ghobadian (2009) 
Green et al.(1996), Walton et al.(1998), Beamon (1999), 
Hall (2001), Min and Galle (2001) and Walker et 
al.(2008) 
Zhu et al (2005,2007a,b,2008a,b,c), Hu and Hsu (2006), 
Routroy (2009) and Zhu and Sarkis (2006) 
Zhu and Sarkis (2006), Zhu et 
al.(2005,2007a,b,2008a,b,c), Rao and Holt (2005), Hu 
andHsu (2006), Vachon (2007) and Holt and Ghobadian 
(2009) 
Zhu and Sarkis(2006), Zhu 
etal.(2005,2007a,b,2008a,b,c) and Rao and Holt (2005) 
Rao and Holt (2005), Holt and Ghobadian (2009), 
Paulraj (2009), and Gonzalez et al,(2008) 
Rao and Holt (2005), Holt and Ghobadian (2009), 
Paulraj (2009), and Vachon (2007) 
Vachon (2007), Zhu etai.(2008a,b,c), Paulraj (2009), 
Holt and Ghobadian (2009), and Klassen and Vachon 
(2003) 
Lippman (2001), Rao and Holt(2005), Zhu etal.(2005), 
Hu and Hsu(2006), Vachon (2007), and Routroy (2009) 
In this workout, the methodology of Interpretive Structural Modelling (ISM) is used. 
ISM was developed for complex situations as a communication tool. The 
mathematical foundations of the ISM methodology can be found in various reference 
works (Harary et al, 1965), while the philosophical basis for the development of this 
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approach has been presented by Warfield (1973). ISM has been used for policy 
analysis (Hart and Malone, 1974; Hawthorne and Sage, 1975; Brand et al, 1976; 
Kawamura and Christakis, 1976) and, in recent years, management research (Mandal 
and Deshmukh, 1994; Jharkharia and Shankar, 2004, 2005; Siishil, 2005; Bolanos et 
al, 2005; Ravi et al, 2005; Kannan and Haq, 2007; Kannan et al, 2009, 2010). The 
main benefits of the ISM methodology is that it transforms unclear and poorly 
articulated models of systems into visible and well-defined models (Sage, 1977). 
List of drivers involved in the 
implementation of green SCM 
Establish contextual relationship 
(Xij) between variables (ij) 
Literature review & expert 
Develop Reachability Matrix 
Develop a structural Self-
Interaction Matrix (SSIM) 
Remover transitivity from the diagraph 
Replace variables nodes with relationship statements 
Develop Reachability Matrix 
1 ' 
Partition the Reachability Matrix into different levels 
Develop the Reachability Matrix in its conical form 
Develop diagraph 
Yes 
Represent relationship statement into model for the 
drives involved I the implementation of green supply 
chain management under study 
Fig 8.3: Flow chart for the ISM methodology Adapted from Kannan et.al (2009) 
However, the ISM methodology has certain drawbacks as well (Kannan and 
Haq, 2007). There will be the subjective bias of the person who is judging the 
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variables, as the relations among the variables always depends on that person's 
knowledge and familiarity with the firm, its operations, and its industry; this bias will 
affect the final model. Further more in ISM no weights are associated with the 
variables to give the irrelative importance. The various steps involved in the ISM 
methodology are given below (Kannan and Haq, 2007; Kannan et al., 2009). The flow 
chart for the ISM methodology is shown in Fig. 8.3 with the following steps: 
Step I: The drivers affecting the implementation of green supply chain management 
for the firm under study are listed. 
Step 2: For each pair of drivers identified in Stepl, a contextual relationship is 
established. 
Step 3: A Structural Self-Interaction Matrix (SSIM) is developed, which indicates 
pair wise relationships among drivers of the system under consideration. 
Step 4: A reachability matrix is developed from the SSIM and the matrix is checked 
for transitivity. The transitivity rule states that if a variable 'A' is related to 
'B' and 'B' is related to 'C , then 'A' is necessarily related to ' C 
Step 5: The reachability matrix obtained in Step 4 is partitioned into different levels. 
Step 6: Based on the relationships given above in the reachability matrix, a directed 
graph is drawn and the transitive links are removed. 
Step 7: The resulting digraph is converted into an ISM by replacing the variable 
nodes with statements. 
Step 8: The ISM model developed in Step7 is reviewed to check for conceptual 
inconsistencies, and necessary modifications are made. 
We now apply the ISM methodology to the firm understudy. Each of the following 
subsections corresponds to one step of the ISM methodology. 
8.4 Drivers for the implementation of GSCM 
The various drivers important to the implementation of green SCM practices 
were identified based on literature review and a discussion with the decision making 
team which included experts from the industry. The major drivers identified in this 
study are given in Table 8.1. 
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Tab 8.2: Structural self-interaction matrix for the drivers 
Drivers 
Certification of 
suppliers' 
environmental 
management system 
(1) 
Environmental 
collaboration with 
suppliers (2) 
Collaboration 
between product 
designers and 
suppliers to reduce 
and eliminate product 
environmental 
impacts (3) 
Government 
regulation and 
legislation (4) 
Green design (5) 
ISO 14001 
certification (6) 
Integrating quality 
environmental 
management into 
planning and 
operation process (7) 
Reducing energy 
consumption (8) 
Reusing and recycling 
materials and 
11 
BH 
BH 
BH 
FH 
BH 
BH 
BH 
BH 
BH 
10 
BH 
NH 
NH 
FH 
BH 
FH 
BH 
BH 
FH 
9 
FH 
NH 
FH 
FH 
FH 
NH 
FH 
BH 
8 
NH 
FH 
FH 
FH 
FH 
NH 
BH 
7 
MH 
NH 
NH 
FH 
BH 
NH 
6 
FH 
BH 
FH 
FH 
NH 
5 
FH 
BH 
I^ IH 
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-
4 
NH 
FH 
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packaging (9) 
Environmental 
collaboration with 
customers (10) 
Reverse logistics (11) 
MH 
-
8.5 Development of Structural Self Interaction Matrix (SSIM) 
Based on contextual relationship among identified drivers, a Structural Self 
Interaction Matrix (SSIM) was developed (Table 8.2). This matrix indicates the pair 
wise relationships among the drivers affecting the implementation of green supply 
chain management initiatives for the firm under consideration. The symbols used to 
denote the direction of the relationship between the drivers are given below. Let us 
assume that the drivers under study are j and k, and then the symbol 'FH' denotes that 
driver j will help to achieve driver k, the symbol 'BH' means that driver k will be help 
to achieve driver j . The symbol 'MH' means that drivers] and k will help each other 
to be achieved, and the symbol 'NH' means the drivers are unrelated. FH - Driver j 
will help to achieve Driver k; BH - Driver k will help to achieve Driver j ; MH -
Drivers j and k will help to achieve each other; and NH - Drivers j and k are 
unrelated. The following statements illustrate the use of symbols FH, BH, MH and 
NH in the SSIM matrix. 
<• Green design driver will help to achieve reduction in energy consumption (FH); 
and 
<• Green design driver will be achieved by reverse logistics driver (BH). 
8.6 Reachability matrix 
We derived the reachability matrix from the structural self interaction matrix (SSIM) 
developed in the previous step. The initial reachability matrix is constructed from the 
structural self interaction matrix (SSIM) using the following rules: 
a) If the (j, k) entry in the SSIM is FH, the (j, k) entry in the reachability matrix is 
set to 1 and the (k, j) entry is set to 0. 
b) If the 0, k) entry in the SSIM is BH, the (j, k) entry in the reachability matrix is 
set to 0 and the (k, j) entry is set to 1. 
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c) If the (j, k) entry in the SSIM is MH, the (j, k) entry in the reachability matrix is 
set to 1 and the (k, j) entry is set to 1. 
d) If the (j, k) entry in the SSIM is NH, the (j, k) entry in the reachability matrix is 
set to 0 and the (k, j) entry is set to 0. 
The final reachability matrix (Table 3) is derived from the initial reachability 
matrix taking into account the transitivity rule, which states that if a variable 'X' is 
related to 'Y' and 'Y' is related to 'Z', then 'X' is necessarily related to 'Z'. 
8.7 Level partitions 
The reachability matrix derived in Section 4.3 above was partitioned into 
different levels. The reachability and predecessor set for each driver (Warfield, 1974) 
were obtained from the final reachability matrix (Table 3). The reachability set for an 
individual driver consists of itself and the other drivers which it may help to attain. 
The predecessor set consists of the drivers themselves and the other drivers which 
may help in achieving it. The intersection of both these sets was also found for all 
drivers. If the reachability set and the intersection set for a given driver are the same, 
then that driver is considered to be in level and is given the top position in the ISM 
hierarchy (Kannan and Haq, 2007). With this division, iteration 1 is finished. After 
the first iteration, the drivers comprising level 1 is neglected and with the left over 
drivers, the above stated modus operandi is continued in iteration 2. These iterations 
are continued until the level of each driver has been found. 
Table 8.3 Final Reachability matrix for the drivers. 
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Tab 8.4: Level 
Drivers 
Certification of suppliers' 
environmental management 
system (1) 
Environmental collaboration 
with suppliers (2) 
Collaboration between product 
designers and suppliers to 
reduce and eliminate product 
environmental impacts (3) 
Government regulation and 
legislation (4) 
Green design (5) 
certification of ISO 14001 (6) 
Integrating quality 
environmental management 
into the planning and 
operation process (7) 
Reducing energy consumption 
(8) 
partition of drivers - Iteration 1 
Reachability 
set 
1,2,5,6,7,8,9,1 
0 
2,4,5,6,7,8,9,1 
0,11 
1,2,3,5,6,7,8,9 
,10 
1,2,3,4,5,6,7,8 
,9,10,11 
2,4,5,7,8,9,10 
1,2,4,5,6,7,8,1 
0,11 
1,2,5,6,7,8,9,1 
0 
1,5,7,8,9 
Antecedent 
set 
1,3,4,6,7,8,9 
,10,11 
1,2,3,4,5,6,7 
,10,11 
3,4,10,11 
2,4,5,6,11 
1,2,3,4,5,6,7 
,8,9,10,11 
1,2,3,4,6,7,1 
0,11 
1,2,3,4,5,6,7 
,8,9,10,11 
1,2,3,4,5,6,7 
,8,9,10,11 
Intersecti 
on 
1,6,7,8,9, 
10 
2,4,5,6,7, 
10, 11 
3,10 
2,4,5,6,11 
2,4,5,7,8, 
9,10 
1,2,4,6,7, 
10,11 
1,2,5,6,7, 
8,9,10 
1,5,7,8,9 
Leve 
1 
I 
I 
I 
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Reusing and recycling 
materials and packaging (9) 
collaboration with customers 
on environmental issues (10) 
Reverse logistics (11) 
1,5,7,8,9,10,1 
1 
1,2,3,5,6,7,8,9 
,10,11 
1,2,3,4,5,6,7,8 
,9,10,11 
1,2,3,4,5,7,8 
,9,10,11 
1,2,3,4,5,6,7 
,9,10,11 
2,4,6,9,10,1 
1 
1,5,7,8,9, 
10,11 
1,2,3,5,6, 
7,9,10,11 
2,4,6,9,10 
,11 
I 
Table 8.4 implies that the green design, integration of quality environmental 
management into planning and operation process, reducing energy consumption, and 
reusing and recycling materials and packaging drivers are positioned at level I and 
form the top level in the ISM hierarchy. The collaboration with suppliers on 
environmental issues, collaboration with customers on environmental issues and 
certification of ISOl 4001 drivers are positioned at level II; the certification of 
suppliers environmental management system driver is placed at level III; the 
collaboration between product designers and suppliers to reduce and eliminate 
product environmental impact drivers is placed at level IV; and the remaining drivers 
(government regulation and legislation; reverse logistics) fall in at level IV. The initial 
iteration and final level of each driver is given in Tables 8.4 and 8.5, respectively. 
Tab 8.5: Level partition of drivers - final Iteration II 
Drivers 
Certification of suppliers' environmental management system (1) 
collaboration with suppliers on environmental issues (2) 
Collaboration between product designers and suppliers to reduce and 
eliminate product environmental impacts (3) 
Government regulation and legislation (4) 
Green design (5) 
ISO 14001 certification (6) 
Integrating quality environmental management into planning and 
operation process (7) 
Reducing energy consumption (8) 
Reusing and recycling materials and packaging (9) 
Environmental collaboration with customers (10) 
Level 
III 
II 
IV 
V 
I 
II 
I 
I 
I 
II 
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Reverse logistics (11) V 
8.8 Formation of ISM model 
V i^th the help of the level partition shown in Tables 4 and 5, a model of the 
various drivers important for implementing green supply chain management for the 
firm under study was developed, and is shown in Fig.8. 4 
8.9 MICMAC analysis 
In MICMAC analysis, the dependence power and driver power of the 
variables are analyzed. On the basis of the above study, the drivers were classified 
into four sectors. These four sectors are autonomous, dependent, linkage, and driver/ 
independent. In the final reachability matrix, shown in Table 8.3, the driving power 
and dependence of each of the drivers are calculated. The drivers that have weak 
driver power and weak dependence will fall in sector I and are called autonomous 
elements. Drivers that have weak driver power, but strong dependence power will fall 
in sector II and are called dependent elements. Drivers that have both strong driver 
power and dependence power will fall in sector III and are called linkage elements. 
These elements are unstable due to the fact that any action on these elements will 
affect the others, and may also have a feedback effect on them. Drivers that have 
strong driver power but weak dependence power will fall in sector IV and are called 
driver/ independent elements (Kannan and Haq, 2007). 
8.10 Integration of Quality Environmental Management 
The drivers involved in the execution of green SCM for the enterprise under 
study pretend significant challenges for the management of the firm. Due to the 
intricacy of GSCM practices, customer and cost pressures and regulation uncertainty, 
execution of GSCM is examined as a fruitless task that increases overall product cost 
(Hsu and Hu, 2008). Decision makers must be attentive to the associated importance 
of the various drivers and the techniques for implementing them. Highlighting the 11 
types of drivers, an ISM model was evolved and the interactions between these 
drivers were examined for the firm under study using the ISM model and MICMAC 
analysis. 
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From Fig. 8.4, it is apparent that government regulation and legislation and 
reverse logistics are major drivers to realize the association between product designers 
and suppliers to diminish and eliminate product environmental impact driver, which is 
in turn decisive in achieving the GSCM suppliers' certification of environmental 
management system driver. Collaboration with suppliers on environmental issues, 
collaboration with customers on environmental issues and certification for ISO 14001 
are placed at an intermediate level of the ISM model. Green design, integrating 
quality environmental management into the planning and operation process, reducing 
energy consumption, and reusing and recycling materials and packaging drivers are at 
the top level of the ISM hierarchy. 
From the MICMAC analysis revealed in Fig.8.5, it is obvious that there is no 
driver that has poor dependence and poor driving power, so there are no drivers that 
map to sector. Next, the reducing energy consumption driver is examined to have 
weak driving power and strong dependence power so it maps to sector II of Fig.8.5. 
The drivers suppliers' certification of environmental management system, 
environmental cooperation with suppliers, green design, certification of ISO 14001, 
integration of quality environmental management in to the planning and operation 
process, reusing and recycling materials and packaging, and alliance with customers 
on environmental issues are found to have strong driving power and strong 
dependence power so they map to sector III of Fig.8. 5. These drivers are unstable due 
to the fact that any change occurring to them will affect other drivers and may 
themselves be affected through a feedback mechanism (Qureshi et al., 2008). Finally, 
the cooperation between product designers and suppliers to diminish and eliminate 
product environmental impacts, government regulation and legislation, and reverse 
logistics drivers posses strong driving power and weak dependence power, so they 
map to sector IV of Fig. 8.5. The above model is based on the Interpretive Structural 
Modelling methodology, which has its own limitations. For example the model is 
highly dependent on the judgments of the expert team. 
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Figure 8.5. Driving power and dependence power diagram 
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Indian society being predominantly agriculture-based has undergone 
transformation from traditional agriculture of mere sustenance to realizing the 
optimum potential for commercialization and export oriented agribusiness. At present, 
commercial agriculture emphasizes on high productivity and the production is linked 
with markets. Indian farmers are trying to compete with global market. Many 
internationally reputed agri-business corporations either alone or through joint 
ventures have entered Indian agribusiness which in turn has an impact on rural society 
in the form of employment opportunities, farmers empowerment, absorption of labour 
force, building economic base among rural folks resulting in better standard of living 
and supporting the farmers' welfare schemes run by Government of India. However 
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this is one side of the coin. The Agribusiness activities have great bearing on not 
only different areas of agriculture like food processing, horticulture and seed business 
but also erodes our capacity for sustainable growth for future generations. 
Sustainability is regarded as a much broader phenomenon, embracing ethical 
norms for the survival of living matters, the rights of future generations and the 
institutions responsible for ensuring that such rights are fully taken into account in 
policies and actions. Moving towards sustainability will, therefore, oblige a concerted 
process of change. A change takes place against a context in which much of the 
structure and approach of the past (unsustainable) practices say little of the models of 
practices required for a (sustainable) future. Sustainability exists beyond compliance 
with legal requirements. 
However, if we accept that sustainability involves a concern for the social as 
well as environmental changes that take place in relation to human activities then 
compliance to legislations which confronts the structure and approach of past 
(unsustainable) practice to build a new structure required for a (sustainable) future 
could be an approach if we want to move towards sustainability. 
The present study attempts to analyze the role of government legislations in 
general and judiciary in particular in the process of sustainable development. An 
attempt has been made to develop hypothesis that role of government legislations/ 
actions of judiciary in case of non-compliance of the environmental legislation could 
be an important weapon to achieve the goal of sustainability. Though government 
legislations and intervention of judiciary is not the only way to move towards 
sustainable development, but it may be an important component of policy framework 
for the sustainable development, particularly in the era of globalization. To 
substantiate this hypothesis we have discussed some of the landmark judgments on 
environment degradation by the Indian Apex Court during the recent past. The study 
has highlighted that in the face of continuous depletion of natural resources and 
environmental degradation the Indian judiciary has come forward to check such 
unsustainable developments. 
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8.11 Sustainable Green Food SCM 
The UK Sustainable Development Commission (SDC; DEFRA 2002) has 
combined many different stakeholder views to produce an internationally applicable 
description of 'sustainable food supply chains' as those that produce safe, heaUhy 
products in response to market demands and ensure that all consumers have access to 
nutritious food and to accurate information about food products. Sustainability 
supports the viability and diversity of rural and urban economies and communities. 
The Sustainable SCM enables viable livelihoods to be made from sustainable land 
management, both through the market and through payments for public benefits, 
respects and operates within the biological limits of natural resources (especially soil, 
water and biodiversity). It also achieves consistently high standards of environmental 
performance by reducing energy consumption, minimizing resource inputs and using 
renewable energy wherever possible. Ideally it should ensure a safe and hygienic 
working environment and high social welfare and training for all employees involved 
in the food chain, also achieve consistently high standards of animal health and 
welfare and sustain the resource available for growing food and supplying other 
public benefits over time, except where alternative land uses are essential to meet 
other needs of the society. 
8.12 Food Supply Chain Policies 
The key to the successflil growth of a modern organization is its ability to 
coordinate and control the supply chain i.e. its supplier and suppliers of the suppliers. 
A supply chain is "the design and management of seamless, value-added processes 
across organizational boundaries to meet the real needs of the end customer. The 
development and integration of people and technological resources are critical to 
successful supply chain integration". 
.- The supply chain requires an understanding at several levels. All factors 
associated with SCM are highly variable in nature. Traceability, knowledge and 
influence only trickle along many commodity supply chains, where foods, bought and 
sold to standard specifications worldwide, are often bulked for low costs and ease of 
transport and storage. Commodities are usually simple conserved foods that can be 
stored and traded internationally, often using long-distance sea transport. Prices are 
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dependent on market mechanism and may be subject to future trading. Since 
production often exceeds demand for traditional food commodities, prices tend to be 
low, unstable and declining (FAQ 2004) 
Making commodity-based foodstuffs (e.g. bread, sugar, rice and beverages) 
available to consumers from all sectors of society may be having catastrophic impact 
on the lives of farmers when prices fall dramatically. Several, often contradictory, 
trends have emerged in the last 20-40 years. The removal of trade barriers, relatively 
inexpensive transport and technical advances in food conservation have encouraged 
international standardization and commoditization of conserved food, as producers of, 
for example, frozen chicken, wine, orange juice, fruits and vegetables, often in 
developing countries, compete internationally in 'buyer-driven' markets (Gereffi 
1994). Meanwhile, manufacturers and retailers have been demanding differentiated 
specific attribute products, rather than traditional commodities from farmers (Martin 
20016) in order to enhance their own product quality, brand reputation or range of 
specialty products. Political and social movements towards more local food supplies 
have also emerged in some parts of the world. 
The study specifically discovers the potential of food supply chain 
management for sustainable development and the effects of policy implications and 
judicial decisions in India. The legal implications for the concerned states and non 
state stakeholders also come under scrutiny. Further to develop understanding of area 
as it is now and its growing importance due to the diversification of our economy the 
study highlights the extra decision variables. The Indian agricultural sector can 
survive in the fiercely competitive global market not only if it adopts the modern 
means of farming, gets financial support and efficient infrastructure; it needs also the 
sound policy framework backed by pragmatic legal sanctions and support to the 
contracting parties. 
Following are the major problems encountered by the poor food supply 
chain polices. It gives ample proof that agriculture food supply chain sector deserves 
an urgent attention in the form of policy intervention and legal system for further 
improvement and development. 
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High value commodities are often perishable in nature and lack of 
coordinated supply chains can result in significant post-harvest losses and low net 
returns to the farmers as well as the firms. Horticultural commodities are vulnerable to 
both production and price risks, and the lack of risk-mitigating measures such as crop 
insurance or assured markets compound these risks (Gulati 2008). Lack of 
transparency, tracking and traceability in the supply chain, lesser control of product 
safety and quality across the supply chain, investment, benefits and risks not shared 
by all the partners in the chain, poor shelf life of products and lack of farmers 
awareness and knowledge, lack of storage and other post harvest facilities, absence of 
innovative technology including cool chain, poor and uneconomic handling, 
transportation, storage etc. causing post harvest losses in food products are just a few 
problems faced in sensitive commodities. 
All of the above and some other constraints have adverse effect on the 
sustainable development of agriculture. However it can be mitigated if not totally 
overcome by encouraging farmer-industry cooperation and by way of adopting 
appropriate contract farming systems, establishment of agro-industrial cooperation, 
improvement of cold storage and infrastructural amenities, application of information 
technolog;y and facilitating the farmers' empowerment. 
8.12.1 Policy Implications 
Spurred by drivers such as technological developments, demographic 
changes, changing consumer preferences, trade liberalization and financial capital 
mobility, food and agricultural systems are being forced for adaptation and 
modernization. Increasingly, such systems are becoming organized into tightly 
aligned chains and networks, where the coordination of production, processing and 
distribution activities is closely managed in these modernized systems. 
The above transformafions, and the organizational responses in the SCM, are 
creating challenges and opportunities not only for producers, processors, wholesalers, 
retailers and other supply chain actors but also to policy makers. Apprehensions are 
growing not only in India but in the entire developing countries that the farmers and 
small medium sized enterprises are vulnerable to exploitation due to the dominant 
position of the corporate world. But the greatest casualty will on environment. The 
155 
Legal Policies And Drivers For Environment Friendly Food SCM 
sector deserves adequate legal protection because of the Constitutional Mandates for 
the Environmental Protection viz.: Environment protection in an explicit manner 
into the Constitution dealt under various articles: Fundamental Rights: Article 14, 15, 
21, 21(C), 32, Directive Principles of State Policy: Article 39, 42, 47, 48(A), 49, 51. 
Fundamental Duties: Article 51(A) g. Relations between Union and States: Article 
253. 
The right to clean environment as one of the fundamental rights is taken care 
under the Articles 14, 15, 21, 21(C), 32. In Indian Council for Enviro-Legal Action 
vs. Union of India(AIR 1996 SC 1446), the Supreme Court has implemented the right 
to wholesome environment as part of the Right to Life enshrined in Article 21. 
Thus Right to Life envisaged in the Article means something more than 
survival of animal existence. It includes right of healthy living. The Andhra Pradesh 
High Court in MP Rambabu vs. Divisional Forest Officer (AIR 1997 SC 3297), has 
rightly observed- "In terms of Article 21 of the Constitution, a person has a right to a 
decent life, good environment and maintenance of ecology." 
8.12.2 Legal Framework 
The present study has been carried out to analyze the role of government 
legislations in general and judiciary in particular in the process of sustainable 
development. An attempt has been made to develop hypothesis that the role of 
government legislations/actions of judiciary in case of non-compliance of the 
environmental legislation could be an important weapon to achieve the goal of 
sustainability. Though government legislations and intervention of judiciary is not the 
only way to move towards sustainable development, but it may be an important 
component of policy framework for the sustainable development, particularly in the 
era of globalization. To substantiate this hypothesis some of the landmark judgments 
have been discussed on environment degradation by the Indian Apex Court during the 
recent past. 
8.12.-3 Role of Judiciary 
The Judiciary has come up with the "judge-driven implementation" of 
environmental administration in India. The India Judiciary has isolated specific 
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environmental law principles upon interpretation of Indian Statutes and Constitution. 
The Public Interest Litigations (PILs), which is the result of the relaxation of the locus 
standi rules by the judiciary, are the characteristic feature of the environmental 
litigation in India. 
Disputes relating to environment are treated as cases related to 
violation of fundamental rights, rather than claims under law of torts. It has been held 
that the Supreme Court and the High Courts can be directly approached under Article 
32 and Article 226 of the Constitution of India in case of matters relating to 
environment. The orders of the Supreme Court and the High Courts cover a wide 
range of areas including air, water, solid waste, hazardous wastes, forests, mining 
activities, and architectural treasures. Policy Statements of the government, which 
otherwise are not enforceable in courts, have been used as aids by the Judges for 
interpreting environmental statutes and for spelling out obligations of the 
Government. 
8.13 Doctrines Evolved by Courts 
The doctrines are the cardinal principles of justice and equity on which 
modern judiciary functions. The Indian court has found it verj/ difficult to keep pace 
with the modern developments in the area of science and technology.The Indian 
concept of doctrine which is applied to equality or any concept of law has been 
heavily influenced with the UK and US legal system of law for example the idea of 
equality and its classification as propounded in Article 14 of the Indian Constitution 
combines the British doctrine of rule of law as well as the 'equal protection of law' 
clause in the 14* amendment of the US constitution. Not only the doctrines, but their 
interpretations have also been approved by the Indian courts to give the true content to 
the rulings. 
8.13.1 Public Trust Doctrine • 
M. C. Mehta v. Kamal Nath, (1996) 1 SCC 38: In a case where an attempt 
was made to divert flow of a river for augmenting facilities at a motel, it was held that 
State and its instrumentalities as trustees have a duty to protect and preserve natural 
resources. MI Builders Pvt. Ltd. v. RadheyShyamSahu, AIR 1996 SC 2468: a city 
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development authority was asked to dismantle an underground market built beneath a 
garden of historical importance. 
8.13.2 Precautionary Principle 
Veilore Citizens Welfare Forum v. UOI, AIR 1996 SC 2718: The principle 
was adopted to check pollution of underground water caused by tanneries in Tamil 
Nadu. 
Narmada BachaoAndolan v. UOI, AIR 2000 SC 375: The Supreme Court 
held that the precautionary principle could not be applied to the decision for building 
a dam whose gains and losses were predictable and certain. 
8.13.3 Polluter Pays Principle 
The object of this principle is to make the polluter liable for the 
compensation to the victims as also for the cost of restoring of environmental 
degradation. 
Velloire Citizens Welfare Forum v. UOI, AIR 1996 SC 2718: It was held that 
the precautionary principle and the polluter pays principle are part of environmental 
law of the country. 
8.13.4 Absolute Liability Principle 
M. C. Mehta v. UOI, (AIR 1987 SC 1086) Oleum Gas Leak Case: The 
principle was adopted to compensate victims of pollution caused by inherently 
dangerous industries. 
Narmada BachoAndolan v. UOI, (AIR 2000 SC 375): The Supreme Court 
held that the precautionary principle could not be applied to the decision for building 
a dam whose gains and losses were predictable and certain. (HimaKholi, 2010) 
Agribusiness is encompassing every facet of our agrarian economy and our 
legal system cannot afford to let loose any chain of its activity. In the absence of 
sound legal framework it will be very difficult to develop the sector on modern 
pattern. The soundness of legal framework will govern the FDI, cash liquidity, job 
opportunity and so on. Following are some of the broad requirements which are 
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indispensable for tlie sound growth of India agri-business. The legal environment, to 
be effective in totality, requires the following: 
> A legal & regulatory framework that defines rules & determines rights with 
respect to resources and business operations. 
> Strengthen pubh'c sector cooperation with the private sector. 
> Commodity, regional industrial & professional based, associations including 
producers' associations & cooperatives. 
> Trade-offs between pace & nature of agro-industrial development and poverty; 
and Institutional mandates for influencing, regulating & supporting PS 
investment in Agri-business Regulatory Frameworks. 
> Covers rule.s, rights & obligations for resources, assets & business operations. 
> Fixing the level of protection of intellectual property rights. 
> Legal or procedural preferences favoring government owned/assisted enterprises. 
> Employment/contractual conditions & distribution of benefits from agri-business 
development. 
> Effective Policy Reform & Institutional strengthening requires 
communication/cooperation between public and private sector. 
> Public investment support of private sector innovation/product development 
mobilizes assets. 
> Sound and Stable Legal Policies attracts foreign investments & access to 
technologies. 
8.14 Supply Chain Action as Part of Corporate Social 
Responsibility 
Casimir&Dutilh (2003) argue that mainstream food businesses should not 
mix ideas of 'markets' and 'corporate responsibility' by trying to communicate 
sustainability messages to consumers, because consumers make purchasing decisions 
in the 'masculine' (outgoing) mode rather than demonstrating 'feminine' concern for 
continuity and future generations when they behave as citizens. Brand-based 
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communication and advertisements that cross the consumer- citizen divide may even 
create public outcry, as for example, in The Netherlands when Heineken replaced 
'Biertje?' ('Want a small beer?' A message to hedonistic consumers) with 'Bob 
je?' ('take a friend; do not drink and drive' a message to responsible citizens) in 
the brand logo style on advertising hoardings. Fox &Voriey (2004) also consider that 
sustainability is part of what it means to be a 'responsible retailer...responding to 
Civil Society stakeholders acting on behalf of citizens', and that businesses should not 
conflict the notions of'customer' and 'stakeholder' accountability or 'customer value' 
and 'public good'. The emphasis of many governmental and civil society 
organizations is now to demand that manufacturers and retailers act as responsible 
corporate citizens and use a mixture of science, business rationale, politics and 
emotion to assess the right course of action (Knight 2002a) rather than just making 
appropriate products available and encouraging consumers to 'buy green'. For those 
food businesses dependent on hedonistic products such as alcohol (e.g. Scottish & 
Newcastle 2004) or sweets (e.g. Cadbury-Schweppes 2004) and other products where 
dietary advice is to 'eat less' (such as manufactured food is high in fat, salt and sugar; 
Nestle (2002); Department of Health (2005), finding the marketing and lobbying 
strategies that maintain corporate credibility and reputation, while also improving 
profitability and market share, is a key challenge. Many of the options for food 
businesses and potential routes to more sustainable food supply chains discussed can 
create benefits both for the businesses involved and for others in the supply chain 
from farm to farmers. 
Although creating niche markets for more sustainable locally produced 
produce, conserved foods and some manufactured foods can result in significant 
social, environmental and economic benefits for those involved; greater overall gains 
could undoubtedly be made by improving the sustainability of mainstream agriculture 
and international supply chains. Multi-stakeholder initiatives, where food businesses 
work together with farmers, academics, innovators, governments and NGOs, are 
important for raising the baseline for near-commodity and commodity food supply 
chains, including those important for manufactured foods. 
8.15 Conclusions 
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Indian society being predominantly agriculture-based has undergone 
transformation from traditional agriculture of mere sustenance to realizing the 
optimum potential for commercialization and export oriented agribusiness. At present, 
commercial agriculture emphasizes on high productivity and the production is linked 
with markets. Indian farmers are trying to compete with global market. Many 
internationally reputed agri-business corporations either alone or through joint 
ventures have entered Indian agribusiness which in turn has an impact on rural society 
in the form of employment opportunities, farmers empowerment, absorption of labour 
force, building economic base among rural folks resulting in better standard of living 
and supporting the farmers' welfare schemes run by Government of India. However 
this is one side of the coin. The Agribusiness activities have great bearing on not 
only different areas of agriculture like food processing, horticulture and seed business 
but also erodes our capacity for sustainable growth for future generations. 
Sustainability is regarded as a much broader phenomenon, embracing ethical 
norms for the survival of living matters, the rights of future generations and the 
institutions responsible for ensuring that such rights are fully taken into account in 
policies and actions. Moving towards sustainability will, therefore, oblige a concerted 
process of change. 
However, if we accept that sustainability involves a concern for the social as 
well as environmental changes that take place in relation to human activities then 
compliance to legislations which confronts the structure and approach of past 
(unsustainable) practice to build a new structure required for a (sustainable) future 
could be an approach if we want to move towards sustainability. 
The present study has analyzed the role of government legislations in 
general and judiciary in particular in the process of sustainable development. The role 
of government legislations/ actions of judiciary in case of non-compliance of the 
environmental legislation could be an important weapon to achieve the goal of 
sustainability. Though government legislations and intervention of judiciary is not the 
only way to move towards sustainable development, but it may be an important 
component of policy framework for the sustainable development, particularly in the 
era of globalization. To substantiate the above hypothesis the present study have has 
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discussed some of the landmark judgments on environment degradation by the Indian 
Apex Court during the recent past. Further the study has highlighted that in the face of 
continuous depletion of natural resources and environmental degradation the Indian 
judiciary has come forward to check such unsustainable developments. 
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CHAPTER IX: 
LEGAL FRAMEWORK AND STATUTORY SAFEGUARD MECHANISM 
The World Development Report (WDR) (2008) strikes an optimistic note on 
the potential for reducing poverty through contract farming where a firm lends 
inputs such as credit, fertilizer, seed and extension to a farmer, in exchange for exclu-
sive purchase rights over the contracted crop. Contract farming is advocated as one of 
the panaceas for all the ills and poor development of agricultural community 
especially after the opening of Indian economy and the advent of globalization. The 
increased involvement of India into the affairs of World Trade Organization has 
intensified and brought to fore the role of the agribusiness firms who are entering into 
contract with primary producers and farmers for supplying raw materials. Goodman 
and Watts (1997) provide a broader picture of effects of international trade expansion 
in food products on the economic and social environments in developing countries. 
These studies show market liberalization is changing pattern of agricultural 
production in terms of on-farm crop and livestock mixes, increasing total production 
in physical and value terms and changing the tj'pes of food products entering 
international markets. The studies also show that traditional values and habits in 
agriculture are being replaced by transactions that increasingly reflect a 'cash culture'. 
There are diverse views on the merits and demerits of contract farming. Many 
argue that since the primary producers or the farmers lack the bargaining capacity to 
negotiate the contract, they often end up on the losing side by entering into contracts 
that are detrimental to their interests. Contract farming has also been used to promote 
new high value crops which are more input intensive, risky, high-tech, and market 
dependent for profitability, to lower costs either by yield improvement or cutting 
input costs through better extension, and to raise returns by value addition to primary 
produce (Benziger, 1996; Singh, 2002). 
There are also pertinent arguments to suggest that if contract farming is rooted 
in appropriate policy, statutory and institutional framework, it has tremendous 
potential to help the agricultural community in general and the small and marginal 
farmers in particular (Sukhpal Singh, 2005). The existing practices of contract 
farming and their implications on the farming community in India is a matter of great 
concern. Already most of the farmers in India are apprehensive due to mass suicide, 
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forceful land acquisition, and frequent crop failures. In the absence of any sound 
support from state or non-state actors the problems get complicated. In light of above 
problems, any adverse impact on the farmer due to Contract farming or related 
activities of backward integration, will have broad impact on all institutions of Indian 
society. India is predominantly an agrarian society with its majority population 
concentrated in rural area and engaged in agricultural activities. Indian agriculture is 
dominated by smallholders as of the total 101 million farm households 86 per cent 
have land holdings of less than or equal to 2 ha, and their average size of land holding 
is 0.53 ha (Government of India, 2006a).The overall condition of farmers in India is 
getting bad to worse. One of the major causes of remote or tribal belts' insurgencies 
and farmers' unrest in Indi is due to their deplorable conditions. Intervention of 
sound policies and a practical support for growth of agriculture is indispensible for 
inclusive economic development. 
Several studies have proved that for successful contract farming, the nature 
and the practices of the 'contract' are central to the issue of contract farming. The 
important aspects are not only the drafting and transparency in the contract but also 
its' capacity to protect the benefits of the primary producers and farmers. 
There is a need to have a comprehensive statutory protection from ill effects of 
contract farming for the farmers. But the practice of contract framing alone can also 
not be overemphasized and advocated vehemently. The agricultural co-operatives, the 
Non Governmental Organizations (NGOs) and the civil societies should also be given 
chance and the legal and regulatory system should enable them to play a prominent 
role in protecting the interests of farmers in contract farming. 
9.1 Contract Farming in India 
The Indian agro-food system is undergoing rapid transformation and there is 
growing evidence that Contract Farming (CF) will have an important role in this 
transformation. Contract farming usually involves the following basic elements - pre-
agreed price, quality, quantity or acreage and a fixed time frame. Contract farming 
refers to a range of initiatives taken by private agribusiness companies to secure 
access to smallholder produce (Minot, 1986). 
CF can be defined as a system for the producfion and supply of agricultural, 
horticultural or allied produce by primary producers under advance contracts. 
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Essentially, such arrangements include a commitment to provide a commodity of a 
type/ quality, at a specified time, place, and price, and in specified quantity to a 
known buyer. In fact, CF can be described as a halfway house between independent 
farm production and corporate/captive farming (Singh, 2002). 
CF is known by different variants like centralized model which is Company's 
and farmer's arrangement, out grower scheme which is run by government/ public 
sector/ joint venture, nucleus out grower scheme involving both captive farming and 
CF by the contracting agency, multi-partite arrangement involving agencies other than 
the grower and the buyer, intennediary model where middlemen are involved between 
the company and the farmer, and satellite farming referring to any of the above 
models (Eaton and Shepherd, 2001; Gol, 2003). The Contract Farming activities, 
vary and depend a lot on the nature and contracting agencies, technology employed 
in harvesting, perishability and other rules related to food quality and quantity 
available. 
9.2 Legal Issues Involved In Contracts Farming 
The details of contract contents and design have been prepared by Marta 
Doria, FAO volunteer, with additional contribution from Carlos A. da Silva (FAO -
AGSF) when are presented below with some modifications: 
9.2.1 Contract Design 
While a sound design of the legal contract, does not by itself guarantee the 
success of a contractual relationship, the opposite is often true. Non observance of 
basic principles of contract creates risks for the contractual relationship. The 
following principles are usually recommended to be followed in contract design: 
> The contract should be written to be binding. If the agreement between framers 
and firms is verbal only, it will invariably make them legally unbinding for the 
two parties. 
> It should be written to be enforceable in a court of law. 
> It should define the parties (seller-buyer, producer-processor, and supplier-
purchaser). 
> It should clearly specify the product under consideration (quality and quantity). 
> It should state the time of delivery. 
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> It should clearly establish prices, payment obligations and other financial issues. 
The par1:ies should determine the price to be paid for the product transacted or 
establish the rules for its determination, including price adjustments for variation 
of quantity, quality and timing of payment where applicable. 
> It should indicate the mutual obligations, specifying the responsibilities of both 
parties. 
> It should have an indication of its duration. 
> It should establish a legal instance to govern the contract (provincial state, 
country, etc,). If the two parties are located in different provincial states in one 
country, only one law should be chosen to be applied. It can simplify a dispute if 
it arises. 
> It should refer to a dispute settlement mechanism or to an arbitrator to resolve 
dispute. 
> It should have a signature clause. 
9.2.2 The Legal Framework 
Contracts should be designed and enforced under an adequate legal 
framework. The contracts will be governed by non specific general contract law. 
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Box 9.1. Legal framework for contract farming in Harj/ana state, India 
Contract farming arrangements are rapidly emerging in India since tlie 
government decided to promote private sector participation in agricultural 
marketing. A law on contract farming in Haryana, an agrarian state in the north of 
the country, was on the anvil in 2003. In general, all Indian states are set to amend 
the Agricultural Produce Marketing Act (APMC). The "amended bill" was still on 
anvil in 2006. This was mainly to protect the interest of farmers and companies 
entering contract farming and to provide an effective dispute resolution system. 
The proposed Bill has the following characteristics: 
1) It defines contract farming as an agreement by a producer (farmer) and a sponsor 
(contractor, firm, company) saying that the latter would purchase the produce of 
the former as specified in the agreement. 
2) The Bill provides an institutional arrangement for registration of sponsoring and 
recording of the Contract Farming Agreement, indemnity to farmers' land. 
3) The Bill will be set up to take a decision in the case of disputes arising out of the 
contract farming agreement. The regulatory authority will resolve the dispute 
within 30 days after giving the parties a reasonable amount of time to be heard. 
4) If the party is not pleased with the decision of the regulatory body, an appeal can 
be made within 30 days from the day of the decision. The appellate authority's 
decision will be treated as a decree of the civil court. 
5) The proposed Bill's draft points out that disputes arising out of contract farming 
cannot be brought before any civil court. 
9.2.3 Initial Costs of Drafting, Negotiating and Enforcement of Contract Farming 
There is an initial cost of drafting contracts which gets increased by the 
necessity of having 'first season contracts' working well. Glover and Kusterer (1990) 
report that farm contracts have a 'honeymoon' period in their first season where 
smallholders show high levels of goodwill towards the contracting firm. However, 
smallholders' experience of the first season flows into later seasons when, with 
contract maturity, contract provisions tighten and smallholder's attitude hardens as a 
more business-like attitude develops. Hence, getting the contract 'right' in the first 
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season should be a priority for the agribusiness firm and Hicely to be costly. Upfront 
costs in negotiating and managing contracts include: 
> Costs of gathering agricultural, social and economic information about an area 
or region. 
> Costs of contacting and establishing relationships with individual smallholders, 
farm groups and village committees or headmen. This may involve both 
political action and purchase of goodwill at the community level. 
> Costs of gathering information on individual basis to select smallholders 
suitable, from the firm's perspective, as partners in contracts. 
> Costs of negotiating with individuals including possibly farm and family visits 
and establishment of personal relationships between smallholders and firm 
representatives. 
> Costs of writing contracts and, where literacy is limited, legitimization of 
contracts through a village committee or headman. 
> Costs of enforcement of contracts. 
9.3 Enforcement and Dispute Settlement Mechanism 
The enforcement of contracts is an important pre-condition for efficient 
exchange and investments in economic activities in general and in agro-food in 
particular. When a breach of contract happens, one or both the parties might wish to 
enforce the agreement on its terms. 
In developing countries enforcement institutions are often weak or absent. 
India is not an exception to this rule. Government interventions to address such a 
shortcoming are needed as a pre-condition for the development of a favourable 
climate for business investments. Effective enforcement mechanism is important for 
successful Contract Farming. Mediation, reconciliation, arbitration etc. should be 
made to exhaust first before resorting civil court for dispute resolution. 
A flexible contract may allow renegotiations and thus enable parties to adjust 
the contract to changes in the environment. Ex-post discretionary adjustments and/ or 
renegotiations may work to implement and improve the contract, especially when they 
are considered "incomplete". The advantage is that parties can remove ex-post 
inefficiencies through renegotiation. The disadvantage is that renegotiation reduces 
commitment and may lead to opportunistic behaviour. If the parties know that the 
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contract can be renegotiated they may not care about the incentives in the initial 
design, but just about the incentives they expect to receive in the renegotiated 
contract. Hence, while desirable in principle, renegotiation can lead to ex ante 
inefficiencies (Olesen 2002). 
9.3.1 Alternative Dispute Resolution for Conflicts 
Alternative Dispute Resolution (ADR) is how disputes can be negotiated and 
resolved outside of the courtroom in a non-adversarial manner. ADR embraces a 
myriad of mechanisms, approaches, and techniques. ADR t}'pically includes 
mediation, persuasion, collaborative law, and other methods. Trade agreements by 
NAFTA and WTO have found that the successful functioning of these agreements 
require all private and public parties to think carefully about resolving disputes ahead 
of time and setting up a number of alternative processes to be used by the parties. The 
ADR has become effective not only among private parties but also equally important 
in Government-to-Government and other highly organized sectors. 
There are several models which have been developed in the U.S., EU and 
other countries which can assist in resolving agribusiness and food management 
conflict resolution in rural as well as urban agro food communities. Indian judicial 
system has also encouraged the use of ADR for mutual disputes. Many people fail to 
realize that restructuring the trade and financial sectors (and many others) without 
restructuring the judiciary will end in failure. (International Herald, 2000) 
The need for alternative dispute resolution continues to grow, as well as the 
need to empower the people. Arbitration which generally traders think of is just 
another mode to redress disputes or viable alternatives for the trade disputes. 
Arbitrator's clause is also like a judicial remedy and involves legal proceedings which 
also become cumbersome and time taking. Unless it becomes inevitable one can 
resort to arbitration only after exhausting the ADR. With no institution to keep a 
check on the schedule of the arbitrators, they i.e. arbitrators become masters unto 
themselves. Arbitral hearings are often as slow as the court hearings. One cannot 
blame the arbitrators for that, as they are usually retired judges. Most-of the Judges 
are not aware of the procedures and know how attached with business deal. By and 
large, in the initial period, the scheduled hearings are held only to give fresh dates of 
hearings (Popat, 2009). Going further down the line, when an award is published, one 
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must expect it to be challenged in court. It could take years for it to pass through that 
channel. 
Introduction of the new Arbitration and Conciliation Act, 1996 has not helped 
much as the Supreme Court has rolled back the benefit of limited grounds of appeal 
by suggesting a broader interpretation of the term "Public Policy" which is one of the 
few grounds on which an award can be sought to be challenged under this new act. 
Faced with the above realities, coupled with the usual issue of inadequate 
infrastructure, the Parliament drastically amended the Code of Civil Procedure, 1908 
(CPC) in the year 1999. One of the amendments was by way of introduction of a new 
provision. Section 89, which gave the courts the power to refer matters to one of the 
ADR tracks listed therein: Arbitration, Conciliation, Judicial Settlement, LokAdaiat 
and Mediation. A LokAdaiat (literally meaning People's Court) usually comprises of 
3 eminent personalities; like retired judges and senior members of the bar, 
administration or society generally, who are appointed for a particular term. 
They attempt conciliation and Judicial Settlement for dealing with disputes 
referred to them. Section 89, coupled with Order X Rules lA, IB, IC of the CPC and 
allied laws, affords judiciary the opportunity to offer the parties an array of avenues to 
resolve their issues in a timely and amicable manner and, in the process, reduce its 
backlog. Whereas there already exist some provisions for conduct of Arbitration, 
Conciliation and LokAdaiat in different Statutes, the need for a framework to regulate 
the ADR tracks as a whole and Mediation in particular has been sought to be fulfilled 
by the Supreme Court. It has done so by providing the final version of the Model 
Rules of ADR and the Model Rules of Mediation, both framed by the Law 
Commission of India, in its Orders passed in the case of Salem Bar Association versus 
Union of India with a direction that all High Courts should adopt these with such 
modifications as they may consider necessary. The links to the said provisions of the 
CPC, as also to the Rules of ADR and the Rules of Mediation for the Bombay High 
Court can be found at their designated website. 
The new law, which came into effect in July 2002, was seen to be adopted 
with differing enthusiasm across the nation. Some States High Courts had already put 
in place a panel of trained mediators, who were being referred cases for mediation on 
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a regular basis, and had also adopted the earlier version of the aforesaid Model Rules 
(recommended in an earlier Order of the Supreme Court in the same case) with or 
without modifications. Whereas other States High Courts had either only held 
'Awareness Campaigns' with little or no follows up action or were in the process of 
providing mediation training and creating a panel of trained mediators. These ADR 
developments in the respective states depended largely on the inclination of their 
respective High Court's Chief Justice towards ADR. 
This not only led to uneven introduction of ADR services in the different 
states but also led to the implementation of the ADR system gaining and losing 
momentum with the change of guard in each High Court, which on an average one 
can expect to happen every other year. Now, after the second Order of the Supreme 
Court in the Salem Bar's case, it is to be presumed that all High Courts shall be 
implementing the ADR system by adopting the aforesaid Model Rules in such form as 
they choose (Popat, 2009). They will be providing mediator's training to the legal 
fraternity and such others as they choose, and setting up panels of trained mediators 
and providing the list to the Judges, lawyers and parties for consideration whilst 
appointing mediators. On successful completion of the mediation process, they will 
take the mediated agreements on record and dispose of the cases on the basis thereof 
The Bombay High Court was fortunate to have, at the relevant time, a senior Judge, 
Justice AjitPrakash Shah, who was thoroughly convinced about the benefit of ADR 
for the litigants as well as the Courts backlog. 
The parties are free to incorporate in their contract throughout the Indian 
Territory or other countries notably commonwealth countries i.e. erstwhile colonies of 
United Kingdom, nevertheless, a trader and a customer can agree that these rights do 
not apply to a particular transaction for the provision of a service or should only apply 
to a limited extent. Any such exclusion or restriction will however be subject to the 
provision of the Unfair Contract Terms Act 1977. 
Alternative Dispute Resolution (ADR) refers to neutral mechanisms allowing 
parties to solve their disputes outside of court in a private forum, with the assistance 
of a qualified neutral intermediary of their choice. ADR can only be applied if all 
parties agree to submit their dispute to the procedure or if it is mandated by a 
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competent court. The benefits include time and cost efficiency, flexibility, party 
control, neutrality, a single procedure, confidentiality and expertise. In their 
monumental comparative work on civil justice systems, Cappelletti and Garth (1978) 
point out that the emergence of the right of access to justice as "the most basic human 
right" was in recognition of the fact that possession of rights without effective 
mechanisms for their vindication would be meaningless. 
The extensive empirical evidence marshalled and analyzed by ICRIER (2008) will 
hopefully provide a solid basis for policy in this sector. Based on the empirical 
evidence and analysis that have been extensively peer reviewed, the study makes a 
number of policy recommendations that have a bearing on both the unorganized and 
organized segments of the retail sector. The two most important recommendations 
made by committee are 
1) For the government to facilitate the emergence of a "private code of conduct" 
for organized retailers in their transaction with small suppliers; and 
2) Simplification of the licensing and permit regime to promote the expansion of 
organized retail. 
The example of Multinational Corporations like Wal-Mart, which is 
spearheading the construction of global systems of private law making, will develop 
the business process not only simple and transparent but at the same time robust and 
non litigant. This system of private global lawmaking by muhinationals is rising in 
parallel with, less successful attempts by national and international bodies. It is also 
advocated to develop a system of public law rules to govern the disputes faced by 
Mulfinational Companies in their day to day business dealings. 
The role played by the Wal-Mart as a facilitator of trade is exemplary and its 
contribution to the alternate mechanism for effective business deal is appreciable in 
the absence of any adequate provision provided by the state legislators who are often 
grappled with litigation beyond the limit of immediate business interest if not the 
individual life. 
The above development of private legislation is confined to resolving the 
mutual conilict among the different players of supply chain in particular and other 
177 
Legal Framework And Statutory Safeguard Mechanism 
traders in general. The emerging system cannot act fully as a substitute to the old law 
making systems of political communities. After all it is a prerogative of the legislature 
to make laws. No effort is made here at acquiring a monopoly power over legislation, 
monitoring or enforcement. Since the system is porous and significantly fijnctionally 
time taking. 
The efforts put in by the Transnational Corporation (TNC) for better society 
has yielded a good result. It will not be out of context to give the example of 
Restriction imposed by the TNC in terms of child labour employment, minimum 
wages policy and violation of other human rights. It is not a big task which cannot be 
achieved by the corporate bodies to evolve an Alternative Disputes Settlement 
mechanism which will act as parallel to the traditional court system based on the spirit 
of common law and good conscience. 
9.4 Contract Types in Farming 
The contracts could be of three types; 
(i) procurement contracts under which only produce sale and purchase conditions are 
specified; 
(ii) resource provision contracts wherein some of the inputs are supplied by the 
contracting firm and the produce is bought at pre-agreed prices; and 
(iii) total contracts under which the contracting firm supplies and manages all the 
inputs on the farm and the farmer becomes just a supplier of land and labour. 
Whereas the first type is generally referred to as marketing contracts, the other 
two are types of production contracts (Scott, 1984; Welsh, 1997). The relevance and 
importance of each type varies from product to product and over time, and these types 
are not mutually exclusive (Hill and Ingersent, 1987; Key and Runsten, 1999). But, 
there is a systematic link between product and factor markets under the contract 
arrangement as contracts require definite quality of produce and, therefore, specific 
inputs (Scott, 1984; Little, 1994). Also, different types of production contracts 
allocate production and market risks between the producer and the processor in 
different ways. 
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9.5 Contract Usage Complexities 
Recent studies in the food industry literature have identified a number of reasons to 
explain why fanners and processors might enter into different forms of vertical coordination 
(such as contracting and vertical integration) as opposed to operating on open markets. Thus, 
for instance, fanners may enter into contracts to reduce price risks, to get access to capital 
and new tecj-inology, and to assure an outlet for their final produce (Knoeber, Rhodes, Barry 
etal. 1989) 
On the other hand, processors may enter into contracts to assure consistent quality and 
quantity of inputs to run their processing plants efficiently (Hennesey, USDA 1996a). It has 
also been suggested that processors may integrate backwards into agriculture to internalize 
the deadweight loss associated with market distortions which are internalized by integration 
(Henderson, Mitra et al. 1996). 
For different reasons, both farmers and farm product processors/ distributors 
may prefer contracts to complete vertical integration. A farmer may prefer a contract 
which can be terminated at reasonably short notice. Also, contracting gives access to 
additional sources of capital, and a more certain price by shifting part of the risk of 
adverse price movement to the buyer (Hill and Ingersent, 1987). Farmers also get an 
access to new technology and inputs, including credit, through contracts which 
otherwise may be outside their reach (Glover, 1987; Eaton and Shepherd, 2001). CF is 
an alternative to corporate farming which may be costly, risky, and difficult to 
manage and still not viable (Payer, 1980). Thus, for a processor or distributors, 
contracts are more flexible in the face of market uncertainty. They also make smaller 
demands on scarce capital resources, and impose less of an additional burden of 
labour relations, ownership of land, and production activities, on management (Buch-
Hansen and Marcussen, 1982; Kirk, 1987). The firm even gets an access to unpaid 
family labour (White, 1997) and can make use of state funds indirectly, through 
agricultural production sector, which are directed at farmers by development agencies 
(Clapp, 1988). Also, food processors can minimize their overhead costs per unit of 
production by operating their plants at or near full capacity as contracting gives 
assured and stable raw material supplies from farms. The firm can also project an 
image of working with local producers as a partner. It may even obtain nationaland 
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international agency incentives for its activities as developmental projects, instead of 
corporate farming (Kirk, 1987), Contracts also help improve product quality by 
directly introducing incentives and penalties as there are problems of adverse 
selection and moral hazard in any contractual arrangement resulting in 
underinvestment or shirking by any of the parties (Wolf et al. 2001). 
At more niacroeconomic level, contracting can help to remove market 
imperfections in produce, capital (credit), land, labor, information and insurance 
markets. It can also facilitate better co-ordination of local production activities which 
often involve initial investment in processing, extension etc. Most importantly, it can 
help in reducing transaction costs (Grosh, 1994; Key and Runsten, 1999). It has also 
been used in many situations as a policy step by the state to bring about crop 
diversification for improving farm incomes and employment (Benziger 1996; Singh, 
2000). CF is also seen as a way to reduce costs of cultivation as it can provide access 
to better inputs and more efficient production methods. The increasing cost of 
cultivation was the reason for the emergence of CF in Japan and Spain during the 
1950s (Asano-Tamanoi, 1988) and in the Indian Punjab during the early 1990s 
(Singh, 2000). 
From an institutional economics perspective, the logic for CF could also come 
from the creation of positive externalities like employment, market development or 
infrastructure, if agribusiness firms create them better than the open market or the 
state (Key and Runsten, 1999). CF figures as an institutional arrangement/ innovation 
for agricultural development in the developing world (Glover, 1987) in the fields of 
inputs, product exchange, and product upgrading, the last referring to research and 
innovations (Christensen, 1992). Due to the efficiency (co-ordination and quality 
control in a vertical system) and equity (smallholder inclusion) benefits of this hybrid 
system, it has been promoted aggressively in the developing world by various 
agencies (Glover, 1987). 
9.6 Contract Farming for Small producers 
Generally, contracting agencies especially private, tend to prefer large farmers 
for CF because of their capacity to produce and supply better quality crops as they use 
efficient and business-oriented farming methods and possess various facilities like 
transport, storage, etc. They also supply large volumes of produce which reduces the 
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cost of collection for the firm. Besides, they have capacity to bear risk in case of crop 
failure (Wilson, 1986; Winson, 1990; Burch and Pritchard, 1996; Fulton and Clark, 
1996; Key and Runsten, 1999). On the other hand, small fanners are picked up by 
firms for contracts only when the area is dominated by them or there is government 
directive to do so. Many times, they are also found to be low cost producers in certain 
areas and crops (CDC, 1989). Further, firms may work with small farmers to make 
use of the state support (financial and technical) to these producers under various 
development programmes (Glover and Kusterer, 1990). Firms can also benefit 
from lower cost production on small farms as these farmers have access to cheaper 
family labour, and being residual claimants of their labour, they work more 
conscientiously than hired labor (Key and Runsten, 1999). In Canada, small tomato 
growers were preferred as the crop required hand-picking which only small farmers 
do, unlike their larger counterparts, especially when weather limits the use of 
mechanical harvesters (Winson, 1990). Similarly, in India, gherkin CF is carried out 
by small and marginal farmers as the crop requires plenty of labour inputs which these 
farming families can provide from within (Dev and Rao, 2005). In fact, some of the 
agencies even use large growers, rural elite, and local small processors as sub-
contractors to get procured from the small growers (Kirk, 1987). The seed companies 
in India use small companies as subcontractors to procure seeds produced under 
contracts (Shiva and Crompton, 1998) and have large farmers and agricultural input 
or output traders as seed production organizers or sub-organizers. Also, working with 
many small farmers helps spread risk of supply failure as compared to working with a 
few large farmers. 
In fact, the eligibility criteria for participation in CF projects/ schemes like 
irrigated land, suitable land, land near main road, literacy level of the farmer are 
themselves discriminatory in terms of who can be a contract grower. In fact. In CF 
everywhere, private agribusiness firms have less interest and ability to deal with small 
scale farmers on an individual basis (Hazell, 2005). This essentially means that 
contracting companies do not specifically encourage the participation of those who 
need to be helped to participate as risk preference and innovativeness require not just 
attitude but also resources and risk taking capability to undertake risky crops and 
ventures (Glover, 1987). The aspects of contracting which contribute to CF excluding 
small producers are: enforcement of contracts, high transaction costs, quality 
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standards, business attitudes and etliics like non/ delayed/ reduced payment and high 
rate of product rejection, and weak bargaining power of the small growers (Kirsten 
and Sartorius, 2002). 
9.7 Status and Performance of CF in India 
CF has various models/ variants being practiced in India at present. This 
ranges from direct bi-partite contracts to tri - and multi-partite agreements wherein 
other than farmers and processors/ marketers, banks or facilitators/ organizers of CF 
get involved. They even include government agencies, local development agencies/ 
NGOs, and local middlemen and franchisees. 
Performance of CF can be judged by the farmer's satisfaction with contracts. 
The farmer's satisfaction can be measured by the growers' interest in the contract 
system, number of farmers under the arrangement __ growing or dwindling, contract 
compliance by the two parties, and the level and frequency of income and its 
distribution effects across classes of farmers (CDC, 1989). More specifically, it is 
captured through profitability of the crop, efficiency of payments and input supply, 
market assurance for the produce, and farmer's participation in crucial decisions 
relating to contract production. Beyond immediate performance in terms of 
parameters of a contract, it can also be judged from the extent of inclusion or 
exclusion of small producers in a given CF program or project. Besides the resources 
and technology which determine CF performance, it is the relationship among state, 
companies, and farmers, which shapes formal and informal institutions and gets 
mediated by them, that matters (Ornberg, 2003). 
Breach of contracts by farmers as well as by firms has been reported (Bhalla 
and Singh, 1996; Singh 2002; Haque, 2003). But CF in Gherkin and iceberg lettuce, 
crops was also smooth as there was no local market or thin market for the crop, there 
was flexibility in contracts due to the short term nature of the crop, and farmers 
maintained alternative sources of income (Singh and Asokan, 2005; Khairnar and 
Yeleti, 2005). 
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9.8 Hi-Tech Farming through CF 
A few examples are noteworthy to visualize the resulting effect of CF. The 
contract farmers are highly benefited by way of receiving elite seeds of onion which is 
supplied at a subsidized rate. The advance amount (50 percent of the total seed cost) is 
usually deposited by the contract farmer at the time of purchase and the balance is 
recovered from the sales proceeds of the produce at harvest of onion. Farmers are 
exposed to latest cultivation methods. The emerging technologies comprising of total 
package of timely agronomic practices are transferred to farmers. Record keeping, 
efficient use of farm resources, improved methods of irrigation through drip and/ or 
sprinklers, fertigation, a knowledge of the importance of quality, the characteristics 
and demands of processing industry are some of the skills exposed to contract 
farmers. A booklet in Marathi/ Hindi on hi-tech precision farming of onion is given to 
each contracted farmer free of cost. Being a micro irrigation system manufacturing 
company over the years, it has managed to bring more than 80 percent contract onion 
farming under MIS, ensuring higher productivity and better quality of the produce. 
9.8.1 Double Price Formula 
In the above example, the farmer, by following the recommended package of 
cultivation practices, gets increased productivity and higher income. No price risk, 
whatsoever is involved as the company assures minimum guaranteed price of Rs.3/ kg 
on delivery at the factory. However, on the date of purchase if the market price is 
more than Rs.3/ kg, the company pays the farmer the prevailing market rate. If the 
market price falls below Rs.3/ kg, the contract grower is paid the Minimum 
Guaranteed Price (MGP). Thus the contract follows what is known as double price 
formula. The group believes that this is the only way it can work. There is no other 
way the farmer's behavioral response can be predicted or policed. An increased farm 
yield, coupled with prevailing market price or MGP, earns him increased net revenue. 
Absence of middlemen, brokerage charges etc., is a welcome plus to his earnings. 
Moreover, premium produce of organic onions are purchased by the company at 15 
percent extra prices. The company also provides jute bags for packaging the onions 
for dispatch to the factory. 
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9.8.2 Linking with Banks 
One of the critical factors for the company's success in contract farming is the 
involvement of lead nationalized banks such as State Bank of India, Union Bank of 
India etc. These banks offer, for certain contracts, crop loan for cultivation and term 
loan for purchase of capital equipments like drip/ sprinkler system. The company 
assumes the responsibility as facilitator, liaising between the farmers and the banks 
and pays back the dues directly to the bank by deducting from the sales proceeds of 
the onions, sold to the company. The farmers are encouraged to install micro 
irrigation along with fustigation (Fustigation is the application of fertilizers, soil 
amendments, or other water soluble products through an irrigation system) system 
availing the term loan from State or Union Bank of India up to Rs.25000 per acre. The 
company can enter into a Memorandum of Understanding with these banks wherein 
the payback period is around 4-5 years. The contracted farmers also avail crop loan to 
meet the cost of cultivation at Rs.8500 per acre from Union Bank of India, and at 
Rs.lO, 000 per acre from State Bank of India. The banker's dues are deducted by the 
company from the sale proceeds and the balance paid to farmers. Thus the banker gets 
far more comfort and the farmers get the credit delivered to his door steps. Micro 
Irrigation System being hi-tech input, productivity is enhanced significantly. The 
above figures have been drawn from a specific CF example and may vary with crop/ 
bank/ situation. 
9.8.3 Quality Monitoring 
One of the major advantages to the company through contract farming is a 
close monitoring of product quality. As a result, production and quality through this 
system is more reliable than open-market purchases and the company faces less risk 
due to losses resulting out of pest and disease attack. Since the farmers are well-
versed with hi-tech cultivation, with proper harvesting and curing practices, the 
produce supplied is of superior quality and ideal for processing. This clearly spells out 
a 'win-win' situation for both the farmer as well as the company. It has therefore been 
possible to perpetually obtain the desired quality and quantity of produce from nearby 
contract farms under stringent supervision and control. 
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9.9 Legal impediments for Contract farming 
The Model APMR Act, 2003 of the Government of India has recommended 
the compulsory registration of contract farming with Market Committee. Sponsor is 
commended to register himself with the Sub Divisional Officer or with an officer 
prescribed by law. The National Commission on Farmers, however, has given its 
recommendations not to involve the Market Committee as a party to contract farming. 
Accordingly, Market Committee would not be registration authority for Contract 
Farming and the Contract Farming Sponsor shall get the Contract Farming agreement 
recorded with the Sub-Divisional Magistrate, who, in turn shall ask for such 
documents as required to verify the credentials of the sponsoring company. Absence 
of a proper legal framework is a major impediment in popularizing contract farming 
system in the country. Under the present system, the Contract Act is the only law for 
contract farming, but the provisions of the Contract Act do not cater to the specific 
requirements of contract farming in a suitable manner. Besides the costs, procedural 
delay and the distance from the Courts work as disincentive to the farmer to invoke 
the Civil Courts jurisdiction when the need arises. The different types of possible 
disputes arising out of contract farming can be attributed to the reasons like refusal to 
receive delivery of the commissioned goods, delay in payment beyond agreed period, 
discounting of payment, returning the commissioned goods without any good reason, 
forced price reduction, compulsory purchase by subcontractors of parent firm's 
products, and forcing subcontractors to pay in advance for materials supplied by the 
parent firm etc. 
9.10 Disputes in Contract Farming 
Further Birthal(2007) in his paper, which is mainly based on Eaton and 
Shepherd (2001) and Arthur B. da Silva (2005), has concluded that Contract farming 
is a partnership between agribusiness/ marketing firms and farmers, and has both 
advantages and disadvantages to both the parties. 
Changing relative incomes of members of a community is likely to cause 
social tensions in the agricultural community, as people discover that previously 
secure positions in social hierarchies are under threat. The Indian village community 
is dived on the basis of cast, creed and other social categories, which perpetuate the 
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interest of the dominant community. A losing group wiiich is generally marginal 
farmer may be forced to sell more labour, possibly on a casual or daily basis, leaving 
them in different social and economic circumstances than previously. Also, this 
poorer group may previously have benefited from traditional reciprocity arrangements 
and find themselves disadvantaged as traditional values diminish in importance in the 
face of the strong cash culture that goes with contracting (Clapp, 1988; Wilson, 1994). 
9.11 NGOs in Contract Farming 
Role played by Non Governmental Organizations (NGOs) for monitoring of 
Contract Farming can also facilitate contracting by small holders. Glover and Kusterer 
(1990) found interaction of an NGO with a Central American farmers' group 
contracting for vegetables had a positive effect on farmers' performance and that 
farmers in neighboring regions working with similar contracts but no NGO were less 
successful in terms of persistence with the contract. The NGO provided agronomic 
advice to the smallholders and evaluated advice given to growers by the agribusiness 
firm over a number of years. In Mexico, Asesoria y 
ServiciosIntegradosAgropecuarios (ASIA) acts as an intermediary between 
smallholders and agribusiness firms in negotiating contracts and facilitating 
arrangements in contract flower production. Their role includes contract evaluation, 
discussion v^ ith smallholders, and liaison with the contractor, technical assistance and 
helping with purchases of farm inputs. The NGO also provides links to credit sources 
and is actively involved in making and receiving payments (Rello& Morales, 2002). 
In his African study. Porter and Phillips-Howard (1997) also argue for the positive 
effects of NGOs on contract performance as do Eaton and Shepherd (2001) in their 
general review of contract farming. 
9.12 Government in Facilitation of Contract Farming 
There are many ways whereby government can help the successful 
completions of Contract farming but for policy sake there are two types of facilitating 
policies that are relevant to contract farming. These are: 
(i) adjusting the regulatory regime to reduce transaction costs for participants in 
contracts, and 
(ii) government playing an enabling role to encourage contract farming. 
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Regulatory adjustments to create a desirable policy environment for 
contracting include reducing paper work for exporters, reducing certain import and 
export taxes, removing import restrictions, implementing food-safety standards, 
replacing crop production taxes with land taxes and deregulating prices in food 
markets. Removal of specific regulations can directly facilitate contracting. For 
example, removal of import restrictions on a specific variety of seed-potato by the 
Philippine Government led directly to contracts between frozen French-fries 
processors and smallholders (Eaton and Shepherd, 2001). 
The enabling role of government in contract farming may include training, 
arbitrating disputes, undertaking research and provision of extension services. 
Training programs for smallholders in literacy, accounting and cash management can 
reduce miscommunication in contracts (Glover, 1990). Most developing countries' 
governments undertake research on agricultural production and often on food 
processing and marketing. Opportunities may exist for increasing the productivity of 
resources used in contract production of HYV (High Yielding Variety) crops by 
building co-operative relationships with agribusiness firms that result in sharing of 
information about research priorities and issues. With extension, the tendency is for 
agribusiness firms to undertake their own or outsource it to ensure quality standards 
are met and contracts stay on track. However, government extension officers could 
also play a role in advising farmers on production techniques and contracting 
opportunities and by facilitating contact between firms and interested smallholders. 
9.13 Conclusions 
After the economic liberalization India has increased its involvement into the 
affairs of World Trade Organization. This has also intensified and brought to fore the 
role of the agribusiness firms who are entering into contract with primary producers 
and farmers for supplying raw materials. This awareness on the part of small and big 
agro firms provides a broader picture of effects of international trade expansion in 
food products on the economic and social environments in India as well as in 
developing countries. This study has shown a market liberalization of the changing 
pattern of agricultural production in terms of on-farm crop and livestock mixes, 
increasing total production in physical and value terms and changing the types of food 
products entering international markets. Further the study also shows that traditional 
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values and habits in agricultural products are undergoing a change and the old deals 
are being replaced by transactions that increasingly reflect a 'cash culture'. 
How much the above developments benefit the farming community is disputed 
on one or the other ground. Many argue against the benefits of contract farming 
saying that since the primary producers or the farmers lack the bargaining capacity to 
negotiate the contract, they often end up on the losing side by entering into contracts 
that are detrimental to their interests. Contract farming has also been used to promote 
new high value crops which are more input intensive, risky, high-tech, and market 
dependent for profitability, to lower costs either by yield improvement or cutting 
input costs through better extension, and to raise returns by value addition to farmers. 
There are pertinent findings which suggest that if contract farming is rooted in 
appropriate policy, statutory and institutional legal framework, the CF has tremendous 
potential to help the agricultural community in general and the small and marginal 
farmers in pa.rticular. 
Several studies have proved that for successful contract farming, the nature 
and the practices of the 'contract' are central to the issue of contract fanning. The 
important aspects are not only the drafting and transparency in the contract but also 
its' capacity to protect the benefits of the primary producers and farmers. 
There is a need to have a comprehensive statutory protection from ill effects of 
contract farming for the farmers. But the practice of contract framing alone can also 
not be overemphasized and advocated vehemently. The agricultural co-operatives, the 
Non Governmental Organizations (NGOs) and the civil societies should also be given 
chance and the legal and regulatory system should enable them to play a prominent 
role in protecting the interests of farmers in contract farming. 
The enforcement of agricultural contracts is an important pre-condition for 
efficient exchange and investments in economic activities in general and in agro-food 
in particular. When a breach of contract happens, one or both the parties might wish 
to enforce the agreement on its terms. 
In developing countries enforcement institutions are often weak or absent. 
India is not an exception to this rule. Government interventions to address such a 
shortcoming are needed as a pre-condition for the development of a favourable 
climate for business investments. Effective enforcement mechanism is important for 
successful Contract Farming. Mediation, reconciliation, arbitration etc. should be 
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made to exhaust first before resorting to civil court for dispute resolution. A flexible 
contract may allow renegotiations and thus enable parties to adjust the contract to 
changes in the environment. 
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CHAPTER X: CONCLUSIONS AND SUGGESTIONS 
The conclusions in the following pages have been drawn out from the previous 
chapters where the detailed arguments and the supportive facts and figures are available with 
references. For fijrther details and the underlying evidences the concerned chapters may be 
referred. 
FROM CHAPTER I: 
Present study has found that the backward integration in the food industry has 
emerged to provide a rationale for the growing trend towards vertical integration in terms of 
private efficiency gains that integration entails. The past studies generally assume a bilateral 
setting and thus ignore the possibility of great impact on the farming community; but it may 
be very significant particularly in cases where the upstream or the downstream market is 
highly concenti-ated. The backward integration by a processing finn provides for better 
protection against input supply constraints and demand uncertainty. Since product 
differentiation, in general, leads to greater concentration; this suggests that backward 
integration is likely to lead to ftirther increase in downstream concentration. Earlier studies 
have looked at the growing trends towards vertical integration, product differentiation and 
concentration in isolation. Current study suggests that, under certain conditions, there might 
be a synergistic link between these variables that needs to be explored further. 
Many of the options for agro food businesses and potential routes to more 
sustainable food supply chains can create benefits both for the businesses involved 
and for others in the supply chain, from farm to dining table. 
The agriculture sector is shifting from a supply driven economy to a demand 
driven economy. The sector has undergone a transformation by the adjustment in the 
policies that contributed to the past success and is facing the new pressures as 
consumer income is rising and pattern of expenditure in consumer budget is shifting 
to more of non cereals. The post liberalizations era in India has brought a revolution 
in the Indian agro-food system. There is growing evidence that organized food supply 
chains in the form of backward integration for food supply will act as one of the 
alternative strategy for the domestics firms as well as multinational companies. 
There is an optimistic note on the potential for reducing poverty through 
contract farming. Successfully implemented Contract farming is considered by many 
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as a crucial means for industrializing agriculture. It can be a viable venture for the 
producer (farmers) as well as for the manufacturers (industrialists). It is regarded as a 
strategy for agricultural transformation in developing countries because it has the 
potential to solve agricultural marketing problems. Contract Farming has been 
promoted in the recent three decades as an institutional innovation to improve 
agricultural performance in less developed countries. This system was accepted and 
used as one of the promising institutional framework for the delivery of price 
incentives, technology and other agricultural inputs. Local Governments, private local 
firms, multinational companies, some international aid and lending agencies etc. have 
been involved in these contract farming schemes. Although there are different types 
of it, contract farming usually involves a central processing or exporting unit which 
buys the growers' harvest. 
The recent growth and diversification of consumer demand and the expansion 
of organized agricultural processing and marketing ventures in India have the 
potential to boost the market opportunities, productivity, and income to farmers, 
including small holders. Among these institufions and innovations are various models 
of contract farming, including those led by cooperatives, by farmer groups, and by 
various types of private sector resource intermediation that develop backward 
linkages to growers. The challenge and the opportunities lie in linking the two ends 
and ensuring viable business opportunities for both farmers and agri-businesses, 
which will further strengthen the food sustainability of India in particular and global 
community in general. 
There is fragmentation at the bottom of the Supply Chain in agriculture 
production; the trend in India is towards fragmentation rather than consolidation of 
the land holding. The average size of landholdings declined from 2.2 hectares in 
1970-71 to 1.06 hectares in 2003. Nearly 88 percent of the farmers have less than 2 
hectares of land, and account for about 44 percent of the operated area. Although 
these farms are small, indications are that they are more efficient than larger farmers 
in terms of land productivity, presumably due to a high share of family labour on 
small farms. 
The drive for efficiency and the just-in-time philosophy used by the food 
industry has progressively reduced stock levels throughout the supply chain - with the 
resulting damage to its resilience when an emergency occurs. The consolidation of 
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distribution networks by food manufacturers and the trend towards using 3PL (Third 
Party Logistics) providers, and reducing distribution sites means that the loss of a site 
due to events such as a fire or flood could also cause a disruption in the supply chain. 
To gain the competitive advantage, a company needs to examine its activities 
in relation to the comparative advantage, which is available in different countries. 
Correspondingly these activities and the sourcing decisions with the imposed 
conditions of any particular country can lead to gain in cost, quality, lead time and 
perhaps innovation. 
FROM CHAPTER II: 
The Problems of farmer in India, related to agricultural activities have been 
tried to be solved through welfare measure approach by the state and central 
government in the form of several legal (land reforms, land consolidations schemes) 
and welfare measures. However these efforts of government have not yielded the 
desired results. The various other state intervention strategies as well as efforts by 
Non-Governmental Organizations to arrest rate of rising poverty and migration of the 
rural masses, which include promotion of income generation activities, have not 
succeeded in reversing this trend. The situation is growing alarming due to several 
problems of Indian society such as farmer's suicide, insurgencies and unrest among 
the farmers. These are associated directly with the problems of agricultural policies 
and mismanagement. One of the strong reasons is the lack of well established forward 
and backward linkages, such as extension advice, mechanization services, and supply 
of seeds, fertilizers and credit to farmers. It should guarantee a remunerative 
agriculture and make the markets profitable for the farmers. 
FROM CHAPTER V: 
Major factors which are responsible for the vertical integration between sellers 
and buyers are needed Tor products with the following characteristics. Vertical 
coordination is more likely when customers (e.g., processors, retailers) are willing to 
pay a premium for a product, variety or attribute. 
Consolidafion at the top of the Value Chain in India is currently riding a tide 
of organized retail expansion, especially in the food and grocery segments, which 
have been growing at annual rates between 16 and 50 percent over the past few years. 
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The stud)' has found that development of efficient and inclusive food value 
chains will enhance urban-rural linkage, allowing supply of safe and affordable food 
to increasing numbers of urban-poor people. Most of the road corridors have weak 
backward and forward linkages, with very little progress in adding value to 
agricultural production. Constraints such as the lack of storage, efficient transport 
services, and marketing systems prevents ethnic minorities and poor households 
headed by women from taking advantage of economic opportunities brought about by 
road projects. In the 1960s, 2 inhabitants in 10 in Asia lived in cities, whereas it is 
estimated that close to 60% of the population will be living in urban areas by 2025. 
Supplying the growing cities with adequate and affordable food will be a major 
challenge, requiring massive investments in food distribution, storage, and marketing 
facilities. 
FROM CHAPTER VI: 
Food security exists when all people, at all times, have physical, social, and 
economic access to sufficient safe and nutritious food that meets their dietary needs 
and food preferences for an active and healthy life. Ensuring food security the 
availability of basic staples at affordable prices for a large and growing population 
has been one of India's biggest economic and political challenge. Since 1960s, food 
policies have sought to balance producer and consumer welfare by focusing on 
increasing wheat and rice production, supporting prices, maintaining buffer stocks, 
and broadly distributing subsidized grain to consumers. With improved food grain 
supplies, the focus is now turning to reducing the high cost of public food grain 
management and improving the safety net for the poor. In addition, significant new 
challenges have emerged as rising income shifts demand patterns in favour of high 
value foods such as fruit, vegetables, milk, meat, and eggs, and away from cereals. 
Diversification of agricultural production and marketing now offers the 
primary opportunity to strengthen lagging growth in farm output and rural 
employment. However, achieving diversified growth with equity also requires new 
measur.es to increase investment and provide the market institutions needed to 
develop India's inefficient food processing and marketing sectors, and to ensure that 
the transformation to higher-value agriculture is inclusive of India's large number of 
marginal and small farmers, 
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The most striking transformation occurring in Indian agriculture is the shift 
from a food grain-oriented supply led framework which is dominated by the public 
sector, to a more diversified and demand driven framework with an expanding role 
for the private sector. Against this backdrop, the study has found the emerging 
dynamics and challenges in India's agricultural sector, including managing 
improvements in food access for the poor, facilitating a private sector led 
transformation to more efficient agricultural markets, and effectively linking small 
farmers to these increasingly diverse markets. 
Significant progress needs to be made in developing efficient and equitable 
markets for large number of small surpluses of perishable goods, and in managing the 
limited risk bearing capacity of small farmers. India's agricultural markets are 
crowded with middlemen and commission agents who receive high fees and margins 
that eat into the farmer's incomes. Part of the problem lies in lack of adequate storage 
and transport infrastructure and integration between growers and markets which result 
in large postharvest losses. 
The marketing regulations have historically prevented direct links between 
farmers and agribusinesses, a great deal needs to be done to build integration between 
the growers and processing and marketing firms, and to develop contract farming 
models and other market institutions to link small producers with the markets. 
Small farmers primarily engaged in the traditional grain cultivation also 
typically lack incentives, capital, and expertise to venture into high value markets, 
and have limited ability to cope with the risks that may be associated with new 
enterprises. Although the potential gains from diversification are higher than for 
producing grains alone, measures are needed to mifigate potential price, production, 
and marketing risks. 
Indian agricultural policy must balance a changing food security landscape 
with the emerging need to diversify farms and markets towards high value 
commodities. On the food grain front, where the focus has been on increasing 
productivity, the current challenges are to reduce the cost and inefficiency of public 
food grain operations by the FCI, and to ensure an effective food safety net for low-
income households. A key policy option is to shift responsibility for procuring, 
handling, and transporting operational supplies of wheat and rice to the private sector 
and confine the role of the FCI to holding buffer stocks. 
198 
Conclusions And Suggestions 
The government should give, on priority, a policy support, legal protection, 
financial, informational and organizational assistance to the small farmers and 
traditional retailers as they are capable of greater employment generation and 
equitable income distribution. Large number of small farmers and retailers 
fragmenting across the regions of the country are always desirable over the mega-
malls or other developmental plans which are coming around the metropolitan or 
more concentrated urban areas only. For the region-wise and operation-wise 
integration of backward linkages through the agents of Food Supply Chain, malls and 
the small retailers both are the desirable components of the system. 
After the economic liberalization India has increased its involvement into the 
affairs of World Trade Organization. This has also intensified and brought to fore the 
role of the agribusiness firms who are entering into contract with primary producers 
and farmers f^ r supplying raw material. This awareness on the part of small and big 
agro firms provides a broader picture of effects of international trade expansion in 
food products on the economic and social environment in India as well as in the 
developing countries. This study has shown that market liberalization has changed the 
pattern of agricultural production in terms of on-farm crop and livestock mixes, 
increasing total production in physical and value terms and changed the types of food 
products entering international markets. Further the study has also shown that 
traditional values and habits in agriculture products have undergone a change 
replacing by transactions that increasingly reflect a 'cash culture' 
Whether the above developments have benefited to farming community is 
disputed on one or the other ground. Many argue in relation to benefits of contract 
farming that since the primary producers or the farmers lack the bargaining capacity 
to negotiate the contract, they often end up on the losing side by entering into 
contracts that are detrimental to their interests. Contract farming has also been used to 
promote new high value crops which are more input intensive, risky, high-tech, and 
market dependent for profitability, to lower costs either by yield improvement or 
cutting input costs through better extension, and to raise returns by value addition to 
farmers. 
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FROM CHAPTER VII 
The retail market in India is offering great opportunities to the business 
leaders. This sector is promising a spectacular growth to both organized and 
unorganized retailers in urban as well as rural parts of the country. Both will coexist 
and prosper without causing any threat to the other. The traditional retailers will 
however have to struggle for revamping their business. They need to redefine their 
role and professionalize themselves to obtain a strategic edge over the organized 
retailers. A policy intervention, legal protection, financial and managerial support and 
a cooperative joint operation for promotion of backward food integration and supply 
chain development will make them strong and competitive. FDI in retailing should be 
restricted or tied up with decentralization and protection of traditional retailing. The 
organized sector should be forced to contribute to infrastructure development and 
help the small, traditional and rural players in modernization and up gradation. A 
national commission may be set up to coordinate the efforts of all public and private 
agencies to this end. 
The available evidence implies that there is tremendous scope for private and 
public agencies to participate in the regulations of foods productions and processing 
and also to exercise control on the maintenance of food safety rules and quality 
control. There is also a strong need of cooperafion among the different agencies at 
national and international level to develop synergy so that the inertest of farming 
community and that of all different stake holders are properly guarded. In addition to 
international standards (FAO Codex Alimentations, SPS agreement), the national 
agencies for grades and standards are also to play their role with responsibility. 
Workings for the betterment of food quality and quantity, different players 
are coming across with different interests and often they clash on one or the other 
ground for the regulation of food production. For example sometimes practice of one 
public group competes with another private rule for Good Agricultural Practices 
(GAP). Public regulation may involve normative codes regarding health and safety, 
but also includes compliance with labour and environmental standards. The latter are 
strongly advocated by"(inter)nationally operating non-governmental organizations, 
like Greenpeace, lUCN, Oxfam and others. The corporate social responsibilities of 
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firms are further driving forces for following the rules of government and also to 
maintain harmony with environment and pollution norms. 
The initiatives for pronouncing fair and ethical trade practices intend to make 
food SCM and its trading more transparent and try to mobilize consumers and other 
group for these issues related to food problems. Another aspect of the legal 
framework refers to ownership rights and the supply chain governance structure. The 
studies have; analysed that as long as the agro operations of Indian firms remain 
limited to production activities and having marginal or fractional role in value 
addition of food products, the India firms will not be able to exercise governance 
power and will receive a minor share of the food industry market. 
Joint ventures and strategic alliances between local and international firms in 
the form of FDI or franchisee may enable producing firms to acquire business practice 
and learn best international practices. Other options for reinforcing collective action 
are in the form of contract farming and allied activities and allowing the entry of 
organised retails market of international level. The entry of giant players like Wall 
Mart, Carrefour etc. will set new rules of competition for the Indian farmers and other 
actors who are involved in the marketing and production process. 
There is a need to bring reforms in government interventions mechanism to 
make the agricultural sector grow effectively in the light of changing structure of 
production, consumption and marketing. The current state of agricultural output 
requires efforts on all fronts including social and cultural factors. The responsible 
factor for tiie current poor state of affairs is educational backwardness on the part of 
Indian farming communities. The present literacy rate adds to the problems of 
cropping. A study has shown that the improvement in standards of rural literacy leads 
to growth in adoption of technology, use of modern inputs like machine, fertilizers, 
and yield. In case of rice and wheat in India, literacy is found to have a positive and 
significant relation with crop productivity and a strong link with farm modernization. 
Rural education contributes to improvement in adoption of high yield variety seeds 
by about 25-47 percent, fertilizer use by 18-22 cent, about 6-8 per cent to 
modernization and 5-8 per cent to improvement in yields for rice and wheat. 
Although the federal laws of India hold that the agricultural activities come 
under the purview of state government. The provisions still give immense 
opportunities and prospects for better agricultural development. But mere legal and 
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policy reforms will not bring major changes in the Indian agricultural system. There 
must be infusion of public and private players, a system popularly known as Public 
Private Partnerships (PPPs). There is widespread recognition of the potential for PPPs 
in agricultural development and this may be an important way of developing the 
capacity of agricultural innovation systems. Underpinning this potential is significant 
and growing investments made by the private sector in agricultural pursuits are 
noticed. The trend is encouraging and supported by market friendly polices arising 
from a decade or so of economic liberalization and the growing role of the private 
sector in many developing countries is evident. 
FROM CHAPTER VIII: 
The present study has found that creating niche markets for more sustainable 
locally produced, conserved foods and some manufactured foods can result in 
significant social, environmental and economic benefits for those involved, greater 
overall gains could undoubtedly be made by improving the sustainability of 
mainstream agriculture and international supply chains. Thus it will be wise on the 
part of policy makers to have holistic view of the whole development of agro food 
supply chain set up. Undue apprehensions should not be developed for the integration 
of international food supply chain along with the domestic ones. 
Multi-stakeholder initiatives, where food businesses work together with 
farmers, academics, innovators, governments and NGOs, are important for raising the 
baseline for near-commodity and commodity food supply chains, including those 
important for manufactured foods. Strengthening institutions like Contract Farming is 
an option to provide risk-mitigating services, and enable farmers to make the 
transition from traditional grain crops to higher value commodities. 
Private actors of the agribusiness sector should refrain from practices that 
constitute an undue exercise of buyer power, as identified by the states in which they 
operate in their relationships with workers. They should use their influence on 
suppliers to ensure that wages and working conditions improve, rather than degrade, 
as a result of their suppliers joining global value chains. It can be done by seeking to 
international framework agreements with global unions, guided by the principles 
stated earlier by considering unilateral undertakings to monitor compliance with ILO 
standards in the supply chain, while supporting their suppliers in achieving 
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compliance. They should engage in chain-wide learning to assure that participation in 
the chain is profitable for all involved, including small-scale producers. In their 
relationship with smallholders the agro-firm should involve smallholders in the 
elaboration of and compliance with food safety, labour or environmental standards 
and facilitate their access to global supply chains. At a minimum, they should ensure 
that the imposition of private standards do not exclude smallholders from certified 
food chains (by assessing the impact of private standards on the right to food). 
Further they should negotiate contract farming arrangements that respect the right to 
food for smallholders and the criteria of social justice outlined earlier. The firms must 
promote fair trade through increased shelf space and by running information 
campaigns highlighting the unique importance and contribution to fair trade. 
The present study has analyzed the role of government legislations in general 
and judiciary in particular in the process of sustainable development. The role of 
government legislations/ actions of judiciary in case of non-compliance of the 
environmental legislation could be an important weapon to achieve the goal of 
sustainability. Though government legislations and intervention of judiciary is not the 
only way to move towards sustainable development, but it may be an important 
component of policy framework for the sustainable development, particularly in the 
era of globalization. To substantiate the above hypothesis the present study has 
discussed some of the landmark judgments on environment degradation by the Indian 
Apex Court during the recent past. Further the study has highlighted that in the face 
of continuous depletion of natural resources and environmental degradation the 
Indian judiciary has come forward to check such unsustainable developments. 
The enforcement of agricultural contracts is an important pre-condition for 
efficient exchange and investments in economic activities in general and in agro-food 
in particular. When a breach of contract happens, one or both the parties might wish 
to enforce the agreement on its terms. 
In developing countries enforcement institutions are often weak or absent. 
India is not an exception to this rule. Government interventions to address such a 
shortcoming are needed as a pre-condition for the development of a favourable 
climate for business investments. Effective enforcement mechanism is important for 
successful Contract Farming. Mediation, reconciliation, arbitration etc. should be 
made to exhaust first before resorting to civil court for dispute resolution. A flexible 
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contract may allow renegotiations and thus enable parties to adjust the contract to 
changes in the environment. 
FROM CHAPTER IX: 
There are pertinent findings which suggest that if contract farming is rooted in 
appropriate policy, statutory and institutional legal framework, the CF has 
tremendous potential to help the agricultural community in general and the small and 
marginal farmers in particular. 
There is a need to have a comprehensive statutory protection from the ill 
effects of contract farming for the farmers. But the practice of contract framing alone 
can also not be overemphasized and advocated vehemently. The agricultural co-
operatives, the Non Governmental Organizations (NGOs) and the civil societies 
should also be given chance and the legal and regulatory system should enable them 
to play a prominent role in protecting the interests of farmers in contract farming. 
Indian society being predominantly agriculture-based has undergone 
transformation from traditional agriculture of mere sustenance to realizing the 
optimum potential for commercialization and export oriented agribusiness. At 
present, commercial agriculture emphasizes on high productivity and the production 
is linked v/ith markets. Indian farmers are trying to compete with global market. 
Many internationally reputed agri-business corporations either alone or through joint 
ventures have entered Indian agribusiness which in turn has an impact on rural 
society in the form of employment opportunities, farmers empowerment, absorption 
of labour force, building economic base among rural folks resulting in better standard 
of living and supporting the farmers' welfare schemes run by Government of India. 
However this is one side of the coin. The Agribusiness activities have great bearing 
on not only different areas of agriculture like food processing, horticulture and seed 
business but also erode our capacity for sustainable growth for future generations. 
Sustainability is regarded as a much broader phenomenon, embracing ethical 
norms for the survival of living matters, the right of future generations and the 
institutions responsible for ensuring that such rights are fully taken into account in 
policies and actions. Moving towards sustainability will, therefore, oblige a concerted 
process of change. 
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Hovi'ever, if we accept that sustainability involves a concern for the social as 
well as environmental changes that take place in relation to human activities then 
compliance to legislations which confronts the structure and approach of past 
(unsustainable) practice to build a new structure required for a (sustainable) future 
could be an approach if we want to move towards sustainability. 
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FOOD SAFETY AND STANDARDS AUTHORITY OF INDIA 
FOOD AND DRUG ADMINISTRATION BHAWAN 
KOTLA ROAD, NEW DELHI - 110002 
DRAFT REGULATIONS ON FOOD RECALL PROCEDURE 
DRAFT NOTIFICATION 
GSR (E)-In exercise of powers conferred by sub section (1) of section 92 of the Food 
Safety and Standards Act, 2006 and in pursuance of clause (m) of sub section (2) of section 
92 read with sub section (4) of section 28 of the said Act, Food Safety and Standards 
Authority of India with the previous approval of the Central Government hereby makes the 
following regulations. 
CHAPTER-1 
Article 1: Short title and commencement: (i) These regulations may be called Food 
Authority's Food Recall Procedures Regulations, 2009. 
(ii) They shall come into force from date of notification in the official Gazette. 
Article 2: Definitions- In these regulations, unless the context otherwise requires: 
(i) "Act" means the Food Safety and Standards Act, 2006. 
(ii) "Food Authority" means the Food Safety and Standards Authority of India 
established under section 4 of the Act. 
(iii) "Food Business Operator" in relation to food business means a person by whom 
the business is carried on or owned and is responsible for ensuring the 
compliance of the Act, rules and regulations made there under. 
(iv) "Food Business" means any undertaking, whether for profit or not and whether 
public or private, carrying out any of the activities related to any stage of 
manufacture, processing, packaging, storage, transportation, distribution of food, 
import and includes food services, catering services, sale of food or food 
ingredients. 
(v) "Public warning" means alert issued to the public by Food Authority or State 
Food Authority or by the Food Business Operator on its own with approval of 
Food Authority, that the food being recalled presents a health hazard 
(vi) "Recalling Food Business Operator" means manufacturer, importer or company 
engaged in whole sale supply, who has the primary responsibility to recall the 
food under recall. 
(vii) "Recall Plan" means a written set of procedures, practices and actions to be put in 
place by Food Business Operators for food recall. 
(viii) "Recall" means action taken to remove a marketed food from distribution, sale 
and consumption which is unsafe and violate the provisions of the Act and the 
rules & regulations made there under. 
(ix) "Regulations" means regulations made under the Act, 
(x) "State Food Authority" means Commissioner of the Food Safety Authority of the 
State appointed under Section 30 of the Act or any other person authorized by 
him for the purpose 
(xi) "Unsafe food" is food as defined under section 3 (c) (iii) (zz) of the Food Safety 
and Standards Act, 2006. 
All other words and abbreviations, which are not defined under these regulations, 
shall have the same meaning and definition/interpretation as given in the Act or rules & 
regulations laid there under. 
CHAPTER 2 
ARTICLE 3: OBJECTIVES OF FOOD RECALL 
The objectives of food recall procedure are: 
(i) To guide Food Business Operators on how to carry out a food recall through an 
efficient, rapid identification as well as removal of unsafe food and food that 
violate the Act and Rules & Regulations made there under from the distribution 
chain and informing consumers (where necessary) of the presence of potentially 
hazardous food in the market and ensure that unsafe food are contained and 
destroyed or rendered safe; 
(ii) To guide Food Business Operators on how to establish a written recall plan for 
carrying out food recall in case the food does not meet the requirements of the 
hygiene, safety and quality of food and to protect the health of consumers; and 
(iii) To establish a follow-up action/post recall report in order to ensure the 
effectiveness of the recall and prevent a reoccurrence. 
ARTICLE 4: SCOPE OF FOOD RECALL 
(i) These regulations apply to the recall of food that presents a threat to the public 
health or whose quality does not conform to the Act and Rules & Regulations 
made thereunder. Recall of food is in the common interest of the industry, the 
government and in particular the consumer. 
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(ii) All food businesses engaged in the wholesale supply, manufacture or importation 
of food regulated by Food Authority must have a up-to-date recall plan except 
food retailers, unless they are also engaged in the wholesale supply, manufacture 
or importation of food. Food businesses within the food service sector such as 
restaurants, caterers and takeaways are exempted to have recall plan unless they 
are running multi-outlet food business chains having integrated manufacturing and 
distribution network. 
(iii) The food retailers and businesses within the food service sector which do not need 
a recall plan, shall remove recalled stock from shelves and return it to the 
manufacturer, importer or wholesaler and must ensure that food that is subject to a 
recall is separated and identified from other food until it is disposed of in 
accordance v/ith the instructions provided as part of the recall plan. 
(iv) A recall plan must be available in written form and shall be made available to the 
State Food Authority / Food Authority on request. The Food Business Operator is 
required to comply with the plan it has developed when it recalls food. 
(v) In the case of alcoholic beverages the mandatory mentioning of warning 
"consumption of alcohol is injurious to health" may not be treated as unsafe 
unless the beverage is otherwise not containing any harmful and dangerous 
substance that may cause serious health problems or is unsafe to the consumer. 
CHAPTER 3 
FOOD RECALL PROCEDURE 
ARTICLE 5: INITIATION OF FOOD RECALL: 
(i) A Food Business Operator engaged in wholesale supply, manufacturing and 
importation of food shall initiate a recall at any time to fulfil their responsibility 
to protect public health from food that is unsafe for the consumer or is not in 
compliance with the Act and the rules and regulations made there under. 
(ii) A recall may be initiated as a result of reports / complaints referred to the food 
business operators from a variety of sources. The reports / complaints may be 
referred by manufacturers, wholesalers, importer, exporter, distributor, retailers, 
consumer, media, Government agencies and Food Authority or State Food 
Authorities. In case the Food Business Operator does not respond to the 
complaint, complainant / consumer may report to the State Food Authority / Food 
Authority which will take steps to determine the need for recall and instruct the 
Food Business Operator involved accordingly. 
(iii) The State Food Authority / Food Authority may direct the Food Business 
Operator engaged in wholesale supply, manufacturing and importation to initiate 
a recall if a food manufactured and distributed by him is unsafe or violate Act and 
rules & regulations made there under and if the Food Business Operator has not 
initiated a recall on its own. On such directions it is the responsibility of the Food 
Business Operator to carry out recall. 
(iv) It is the responsibility of all the Food Business Operator in the entire distribution 
chain to implement the recall instruction of the recalling Food Business Operator 
and shall conduct the recall and provide information on the distribution of the 
food to the recalling Food Business Operator or State Food Authority / Food 
Authority; failure to do so may result in appropriate action. 
(v) When a Food Business Operator refuses to undertake a recall directed by the 
State Food Authority / Food Authority or where the State Food Authority / Food 
Authority has sufficient reasons to believe that a recall would not be effective, 
determines that a recall is ineffective, or discovers that a violation is continuing 
the State Food Authority/Food Authority will take appropriate action. The cost 
incurred by the State Food Authority / Food Authority for carrying out such 
actions will be recovered from the Food Business Operator responsible for such 
violation. 
(vi) A recall of food manufactured overseas may also be initiated by reports of health 
authorities, or from information received directly from such authorities or 
otherwise. 
(vii) In case of recalls involving exported food; Food Authority will specifically 
monitor the recall plan. The State Food Authority needs to keep Food Authority 
fully informed in all such cases of the proposed recall plan. Food Authority may 
also consider communicating with the regulatory bodies of the importing 
countries for effectiveness of the recall of such foods. 
(viii) The initiation of Food Business Operator or State Food Authority / Food 
Authority directed recall does not preclude the State Food Authority / Food 
Authority from taking further regulatory action against a responsible Food 
Business Operator. 
ARTICLE 6: RECALL CLASSIFICATION 
Recalls are categorised in to two classes according to the level of hazard involved. 
(i) Class I Recalls: are for unsafe food that could cause serious health problems or 
even death. 
(ii) Class II Recalls; are for food that are unlikely to cause any adverse health 
problem, but violate the Act and the rules and regulations made their under. 
ARTICLE 7 - OPERATION OF FOOD RECALL SYSTEM 
(i) The Food Business Operator shall maintain distribution records in which the 
name and address of supplier and/or customer as well as the nature of the food 
and date of purchasing and delivery, lot No./batch code, pack size, brand 
name, date of manufacture and best before date and shall maintain such 
records for a period of one year after the shelf life and expected use of the 
food. 
(ii) The recalling Food Business Operator shall submit a recall alert notification as 
per Annexure-I to the State Food Authority / Food Authority immediately but 
not later than 24 hours from the time the Food Business Operator learnt about 
the food is unsafe and not conforming to the requirements of the Act and rules 
and regulations made their under and the recall exercise has been initiated. To 
ensure speedy communication, such alert may be sent by Fax, e-mail. On-line 
and/or by speed post. The State Food Authority shall inform of such recall 
alerts to Food Authority within 24 hours of receipt. 
(iii) The recalling Food Business Operator shall stop distribution, production of the 
food under recall, without waiting for State Food Authority / Food Authority 
response so as to ensure that consumer safety is not compromised, contact 
distributors of the affected food by phone, e-mail, fax, letter or a combination 
there of, notify the suppliers and any other relevant retailer/trade association 
and immediately identify total quantity produced dispatched with all possible 
identification details. The recalling Food Business Operator may resume 
production and distribution of the identified product after obtaining the 
clearance from the State Food Authority / Food Authority. 
ARTICLE 8: RECALL PLAN 
(i) The recalling Food Business Operator shall formulate a broad level recall plan 
as part of their Food Safety Management System (Annexure-II). 
(ii) The Food Business Operator shall submit a specific recall plan to State Food 
Authority / Food Authority at the time of actual recall being carried out by the 
Food Business Operator, taking into account result of health hazard evaluation/ 
classification; ease / challenges in identifying the product; degree to which the 
deficiency in the food is obvious to consumer; degree to which -the food 
remains unused in the marketplace and supervise the recall, assemble data and 
report on the completion of recall. 
(iii) The State Food Authority / Food Authority will review the adequacy of the 
proposed recall plan developed by the recalling Food Business Operator and 
recommend the changes as appropriate. The Food Business Operator shall 
conduct the recall in accordance with the recall plan submitted to the State 
Food Authority / Food Authority without waiting for the response of the State 
Food Authority / Food Authority. 
ARTICLE 9: RECALL COMMUNICATION 
(i) The recalling Food Business Operator shall be responsible for promptly 
notifying each of its affected downstream Food Business Operator and 
individuals about the recall. The format, content, and extent of a recall 
communication shall commensurate with the hazard of the food being recalled 
and the plan developed for recall. 
(ii) Such recall communication shall be accomplished by e-mail, fax, letter or a 
combination there of; conspicuously marked "Food Recall" preferably in bold 
red type. The communication shall also be marked "urgent". Telephone calls 
or other personal contacts shall ordinarily be confirmed by one of the above 
methods and documented in an appropriate manner. 
(iii) Food business operator who receive a recall communication shall immediately 
carry out the instructions set forth by the recalling food business operator and, 
wherever necessary, extend the recall to its own downstream food business 
operators and individuals in accordance with paragraphs (ii) and (iii) of this 
article (Annexure-III). 
(iv) In case of Class I recall the recalling Food Business Operator shall inform the 
consumer (Public Warning) in the affected area of the recall at the earliest 
possible moment which may take the form of press release, letter to the 
concerned parties or paid advertisement in the media. Such press release, letter 
or advertisement shall be in the form of Food Recall Notice and shall 
contained the following information: 
a) Name of the Food Business Operator recalling the food. 
b) Name of the food, brand name, Pack size, Batch & Code Number, 
date of manufacture, used by date or best before date. 
c) The contamination/ violation in the food / reason for recall. 
d) The "do not consume message if the food is unsafe". 
e) Health warning and action. 
f) The places/ outlets where the food is found. 
g) The action to be taken by the consumer, 
h) A contact number for queries. 
(v) The recalling Food Business Operator shall respond to each query from the 
State Food Authority / Food Authority within 24 hours of the receipt of the 
query. 
ARTICLE 10: RECALL STATUS REPORT 
(i) It is the responsibility of the recalling Food Business Operator to determine 
whether its recall is progressing effectively. The Recalling Food Business 
Operator shall submit periodic status reports to the State Food Authority/Food 
Authority after the notification of the recall for assessing the progress of the recall. 
The frequency of such reports will be determined by the relative urgency/gravity 
of the recall and will be specified by the State Food Authority/ Food Authority for 
each recall. However, in any case the reporting interval shall not be more than 1 
weeks: 
(ii) Unless otherwise specified or inappropriate in a given recall case, the recall status 
report shall contain the following information (Annexure- IV): 
a) Number of downstream Food Business Operators or individuals notified, and 
date and method of notification; 
b) Number of Food Business Operator responding to the notification and quantity 
of the particular food in their possession; 
c) Number of Food Business Operator or individuals not responding to the 
notification and Quantity of food dispatched to them, (if needed, the identity of 
non responding Food Business Operator may be requested by the State Food 
Authority/ Food Authority);. 
d) Quantity of recalled food and result of investigation; 
e) Proposed method of disposal or otherwise of recalled stock with records of 
destruction. 
f) Anticipated time limit for completion of the recall. 
(iii) Recall status report are to be discounted when the recall is terminated by the State 
Food Authority / Food Authority. 
(iv) The recalling Food Business Operator shall properly retain complete 
documentation on food recall for inspection and verification by the State Food 
Authority or Food Authority. 
ARTICLE 11: FOOD RECOVERY 
(i) The recalling Food Business Operator shall store the recovered food in an 
area which is separated from any other food and is identified by a label plate 
with prominently written RECALLED PRODUCT. 
(ii) The recalling Food Business Operator shall maintain accurate records of the 
recovered food and their lot No./batch code, pack size, brand name, date of 
manufacture, best before date etc. Proper recording system shall be available 
to ensure that all the foods are retrieved and their details recorded. 
(iii) The recalling Food Business Operator may correct or reprocess the recovered 
food if appropriate in consultation with State Food Authority and ensure that 
it is fit and safe for human consumption before release to the market. In all 
other cases, the recalling Food Business Operator will ensure appropriate 
destruction of such food in consultation with/presence of the State Food 
Authority representative. A complete record of the disposal of such product 
shall be maintained. 
ARTICLE 12 - POST RECALL REPORT 
(i) The recalling Food Business Operator shall submit post recall report after the 
completion of the recall to assess the effectiveness of the recall. 
(ii) The effectiveness of a recall shall be assessed on the basis of the quantity/ 
amount of food returned as a proportion of the quantity/amount of food that 
left the recalling Food Business Operator while taking into account the retail 
turnover of the food. 
(iii) In addition to assessing the effectiveness of a recall, it is necessary to follow 
up by investigating the reason for the recall and taking action to prevent a 
recurrence of the problem. 
ARTICLE 13: TERMINATION OF A RECALL: 
(i) The recalling Food Business Operator may request termination of its recall 
by submitting a written request to the State Food Authority / Food Authority 
along with latest recall status report / post recall report stating that the recall 
was effective. The request may be made as per Annexure-V. 
(ii) A recall may be terminated when the State Food Authority / Food Authority 
determines that all reasonable efforts have been made and it is reasonable to 
assume that the food subject to the recall has been removed and proper 
disposition or correction has been made. 
(iii) Written notification to the effect that a recall is terminated will be issued by 
the State Food Authority / Food Authority the recalling Food Business 
Operator within two weeks of the request submitted by the recalling Food 
Business Operator. 
(iv) In case of unsatisfactory reports, the State Food Authority/ Food Authority 
may consider further action like stepped-up inspection, seizure or any other 
legal action, against the recalling Food Business Operator. 
ARTICLE 14 - FOLLOW-UP ACTION 
Recalling Food Business Operators shall provide the State Food Authority/Food 
Authority with an interim report as soon as a recall is completed, in any case not later 
than one month after the completion of a recall, covering the following information 
such as: 
(a) the circumstances leading to the recall; 
(b) the action taken by the recalling Food Business Operator including 
details of any publicity; 
(c) the extent of distribution of the relevant batch in the country and 
overseas; 
(d) the result of the recall (quantity of stock returned, corrected, 
outstanding, etc.); 
(e) the proposed method of disposal or otherwise of recalled stock with 
record of destruction; and 
(f) the action proposed to be implemented in future to prevent a recurrence 
of the problem. 
ARTICLE 15: RESPONSIBILITIY OF THE FOOD BUSINESS OPERATOR: 
(i) It is the responsibility of Food Business Operator to have procedures and 
systems in place to identify other business to whom they have supplied their 
food. 
(ii) Food Business Operator shall collaborate with the State Food Authority/ 
Food Authority on action taken to avoid or reduce risks posed by the specific 
batch/lot/code of food, which they supply or have supplied. 
(iii) It is the responsibility of Food Business Operator to remove the food from 
sale or distribution, when requested by the State Food Authority/ Food 
Authority. 
ARTICLE 16: RESPONSIBILITIY OF THE STATE FOOD AUTHORITY 
(i) The State Food Authority shall supervise the recall by the Food Business 
Operator and inspect the Food Business Operator's capability of recall after 
receiving the recall alert notification. The work of the State Food Authority 
shall include the following: 
a) Inspect the violating food after receiving complaint from the consumer, 
take action by law and advise the Food Business Operator in consultation 
with food Authority to recall such food. 
b) In recalls involving consumers, and where warranted, liaise with the Food 
Business Operator to prepare a media release for immediate use by the 
media. 
c) Conduct audit checks selectively when it determines that the Food 
Business Operator is unable to ensure the effectiveness of its recall. 
d) Advice the Food Business Operator who has submitted an incomplete 
recall proposal to make improvements. 
e) Give instruction on the frequency of reporting the condition of recall, 
subject to the urgency of the case, and the monitor the Food Business 
Operator's recall progress. 
f) Supervise the Food Business Operator in its completion of recall and 
assess their recall report. 
g) Offer follow-up guidance to the Food Business Operator; conduct periodic 
inspections to ascertain the extent of recall accomplished; file relevant 
recall information and issue the necessary press release. 
h) Monitor the effectiveness of the recall notification, correction or removal, 
verify appropriate food disposal and terminate the recall. 
i) Where exported Indian-made foods are subject to recall, liaise with the 
Food Business Operator in order to determine 
• The recall plan for the exported foods; 
• The form of advice about the recall to be given to health authorities in 
the importing countries. 
(ii) The Food Authority shall be kept informed by the State Food Authority in the 
execution of the above work and will be guided by such instructions as the Food 
Authority may give. 
ARTICLE 17: RESPONSIBILITIY OF THE FOOD AUTHORITY 
(i) The Food Authority shall supervise the State Competent Authority in the 
execution of the above work and, where necessary, may assess the relevant 
reports submitted by the Food Business Operator and give instructions. 
(ii) The Food Authority may have the recall portal with having unique identification 
number assigned to each recall for monitoring and to provide information to the 
consumer about the recall. The Food Authority may make publicity about the 
recall when it considers that the public need to be altered about the health 
hazard depending upon the situation. 
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Recall plan 
The following elements shall be included in the recall plan. 
Elements Purpose 
Annexure-A 
what to do? 
RECALL 
MANAGEIVIENT 
TEAM 
Allows you to 
dclionydut'rec'dll 
plan smoothly 
ApiJoiDt I esponsible people 
from production, Quality, 
Sales PurcliasiiiR, Insurance 
legal technical media -
I'liereaiiprnpriatf 
Resi)onsibil(tK"s of such 
committee member shallbc 
plflU <lrfin<^l ith recall plan 
COMPLAINT FILE 
Allows you to •- , 
Identify .unsafe food^j; 
sndrofrpVt P ' , ' ' , > 
problems mJooai ,^Jf 
safety systems'. 
Pecordiitg, Investigating 
•" theconililaintand'''' '• 
iTaking aVtion ba\f d^on 
^„tlie'investigation f 
. iinuiiigs ' 
RECALL 
NOTIFICATION 
CONTACT UST 
, iTtis staFe Fo'oci Auttiofit^'J; 
JyoiirinJestig3liohrahd| 
* . A T ^ %^ , J , — L — ^ . . . . ** - - * - 4 _ — 4 
^ ^ .. •••'• .••T TT> ;i^ «a* w V Name of the State «>»>»«-«» 
i^stattcaiiassistiyouwitimJws •Z.¥-*^jA'a-- K'»'' ^-^A, 
iyournw tB tionsand»i^«*^' ,^ttt5iSS5.?r,iilS.?ft,'?Hm 
^ '^S:<.s:f%rK^fc.t!^'!*!2SwMfe«* .jjtelepnonenumbetiana^' 
^«ti|isatetv.corr€CtiveactionJfvw^j?, „<:*" ^ p - f - % T ' ? * * 
IDENTIFYING THE 
FOOD 
K*,^  "flimitthe scope uf.the ft. ' ••-t-s«^'%^i ^ <j. j j . 
^ •'•f j-v.'.WA. . " -'«;£j;i^ -i " . s Liiij, all raw ingredients ;^ recall and remove the ^  
^ food' f rom^^' / ' j^ ' - . - fe 
'distributionquickly" ''Jy 
'•"and accurately 
' froin suppliers and co 
FinidiVd procluct Code^ 
vour finished product i " 
I • - . ;• , ' 
PRODUCTION 
AMOUNTS 
, -s Allows vou to know '%•. 
fiowmuchofthe'-' -
roof! ism your Jj 
company control and ' 
' ' ' ho«? much has been 7 * --• 
sold 
\ - ^ 
. f^ecord tnc amount , 
*of each lot code of ' ' , f 
iveachfoodprSiucecf ~i " 
-- t< 
OlSTRieUTiON 
RECORDS 
Allows you to l im i t ' . tl\ 
your recdlfto thevr ^,''*^ 
specific accounts that , , --. 
received the food***'-^ "'^ ? 
oeing recalled*^, v-^ . i-"^' 
Rfrnrd namr i^ nd tvnpnf 
^,^tne account, address, . ' 
t food iiame,lot ' J i 
code,celeplioiie nuinber^ 
aitib'unt of iobd shipped'* 
' " •"•-• 4^, 
1 mo t f l oc^... ,<^.. ^. 
I ,7(listifibuted': " ^ -t'^ 
RECALLED FOOD 
RECORDS 
Allows you t o know^ 
. «^ tba t t t i e , food has •* -3. > . 
K jboen control led and* ' f »^  
.-- i fhasnotreentereci «• ^ 
' ther r 'a rke t 
'-^<Record,Drar.d^andjood 
Same,mzei1codi?$*»''- «<• 
* aiTlouti1*2at"e^of'ret-all 
RECALL 
PROCEDURES 
conta na itep-by-
. stepdescriptioifof 
" whaTtoTdofwheni*" 
youhave to recall a 
-foVd--?- '-. • • -
i Follo'w.stepjjy^step , . 
I pr<^ced«retgiven in 
I'ttio,fl_6wc:hart -^ 
encloso'd^. 
I 
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STEPS IN RECALL PROCURE 
Reca 
management 
Notiffcation; 
Idenfyfing', 
ttheioodjto 
^FoilpwupT 
,^ J action >' 
Recall . 
iermtnation 
~ 5(*'.'» 
vAii 
• AssembethprprflllmflTagamentteam. 
•Identify the persons and assign recall duties to them. 
•Sn-ia I& tieny food bus ness operator nay contain just 
one to two people to nave above responsibilities 
•Notify the State Food Authority imnedlately. 
•Inform the consumer of the recal at the earliest possible 
moment in the form of pressrelease, letter or paid 
ad'/ertisementinthe medie. 
•Idcntifyanypcrscnwhomthoy have been supplied with a 
food. 
•Identify business and individuals to which his production 
have been supplied. 
•Storethe recovered toodseparatelyand keep accurate 
records of the recovered Food. 
•Correct/reprocess the food if it is fit for human 
consumpt'on.Otherwisedestroyinfrontofthe State Food 
Authority , 
•Conducteffectivechecknessas partof recai. 
•Amountoffoodreturnedasa percentage of the amount 
of food w/hich left the manufacturer wnile taking into 
accountthe retail turnoverof that food. 
• ProvideiheState Food Autnoritywith an interim reportss 
suofiasd retail is completed. 
•The circumstances, action taken, result of recall, method 
of disposal and preventive measuresareto be reported. 
• Retaincomplete documentation on food recail for 
inspection and request for termination. 
• The State Food Authorty v/ill terminate a recall after 
completngall recall activity. 
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ANNEXURE-I 
To 
FOOD RECALL ALERT NOTIFICATION FORMAT 
(to be given on Food Business Operator's letterhead) 
Food Authority/State F'ood Authority 
I. Name and Address of the Recalling Food 
Business Operator 
2. Name, Designation and Contact details of 
person who should be contacted 
3. Identity of the implicated food 
4. Reason for recall 
5. Date and circumstances under which Food 
deficiency was discovered 
6. Nature of Hazard 
a. Name and address & tel. No. of person 
reporting the problem 
b. Has any testing been under taken: 
c. Nature of problem 
d. Results: 
7. Total quantity /amount of implicated food 
produced 
8. Time span of production 
9. Amount of implicated product sold to the 
Food Business Operator / individual in the 
distribution channels 
10.Extent of distribution of the food (Level of 
distribution, No. of direct accounts, Identity 
of direct accounts if possible) 
11 .Copy of Recall Communication (if already 
issued) otherwise proposed communication 
and means/pi'oposed means of 
communication 
12.Action already taken and Proposed plan for 
recall. 
13. Any other releviint information 
a. Food Type: 
b. Brand Name: 
c. Date of 
Manufacturing: 
:d. Quantity/No. of 
Food Affected: 
Pack Size: 
Batch/Number 
code: 
Date of reporting:-
* Please attach extra sheets if space is insufficient 
Signature and title Date: 
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Annexure -IV 
FOOD RECALL STATUS REPORT FORMAT 
(to be given on Recalling Food Business operator's letterhead) 
Date: 
Food Authority's Unique Identification No. for Recall 
Name of the food Brand Name:. 
Batch /Code Number: Date of Mfg:. 
State Food Authority / Food Authority Contact: 
Phone: Email address: 
Dear 
_(Name of the recalling Food Business Operator) hereby submits the 
following Recall Status Report regarding the above-listed food 
1. Quantity related details of implicated product before recall initiation 
a. Total produced: 
b. Total sold to Food Business Operator / individual in distribution channel:_ 
c. Total to be recalled: 
2. Notification 
a. Total number of Food Business Operator / individual identified: 
b. Number of Food Business Operator / individual notified: 
c. Method of notification (check all that apply): 
1. Letter 
2. Phone 
3. FAX 
4. Email 
5. Other (specify). 
3. Food Business Operator Response 
a. Total number of Food Business Operator/ individual responding:. 
b. Total number of Food Business Operator / individual not responding: 
c. Total quantity of food dispatched at Non-responding Food Business Operator/individual 
end: 
d. Number of packaged units and its amount sold to and returned by each responding Food 
Business Operator/ individual: 
Sold Returned 
Number Quantity Number Quantity 
1. Food Business Operator/ individual 
2. Food Business Operator/ individual 
3. Food Business Operator/ individual 
4. Food Business Operator/ individual 
5. Food Business Operator/ individual 
(Add more as required) 
Total 
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e Quantity of implicated product accounted for (Total amount in custody of recalling firm, 
including that recalled, expressed as percentage of total produced: 
4. Effectiveness Checks 
a. Total number required: 
b. Total number completed: 
c. Completion date: 
5. Estimated Recall Completion Date: 
6. Proposed method of disposal of recovered stock/record of destruction: 
7. Actions proposed to avoid recurrence in future 
Sincerely, 
Signature and title 
Recalling Food Business Operator 
Note: 
1. Provide cumulative information. 
2. The final status report to be attached with the Recall termination request shall provide decided 
method of disposal / records of destruction in point 5. 
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ANNEXURE-III 
FOOD RECALL COMMUNICATION FORMAT 
(to be given on Recalling firm's letterhead) 
FAX/Letter Template 
To 
All Food Business Operator of Recalled Food 
(DistributorsAVholesalers/Retailers/Restaurants) 
URGENT! 
FOOD RECALL (should be in bold red type) 
Food Authority's Unique Identification No. for Recall (when available) 
Date: 
Our company is voluntarily recalling (food name) due to (reason for recall) . 
It may not meet food safety & quality standards, and/or may represent a small/moderate/serious 
(CHOOSE one word) health or safety threat to people who use it. 
Please follow these instructions to ensure a successful recall; 
(i) Immediately discontinue selling or distributing your existing stock of (brand, name, code 
of food, package size, etc.) . 
(ii) Inform us of the quantity of food you have on hand by completing the bottom portion of this 
form. Sign the form and return it by FAX to (Contact person & FAX number) as soon 
as possible. 
(iii)DO NOT dispose of the food! Instead: (Choose one of the two options) 
a. Wait for further instructions from (their sales rep) ) OR 
b. Return the recalled food to (name of company's (contact person) as soon as 
possible. 
If you have distributed any of the recalled food, please immediately: 
(i) Contact your downstream food business operator/individuals by telephone and in writing to 
advise them about the recall. 
(ii) Instruct them to return their unused, un destroyed stock to (company or supplier). 
(iii) Instruct them to also notify any of their Food business operator/individuals, which may have 
received the recalled food. 
If you have any questions regarding this recall, please feel free to contact (company's contact 
person) at (phone) . 
Sincerely, 
(Recalling Food Business Operator) 
CUSTOMER NAME: 
QUANTITY ON HAND: Cases / Cans / Packages Circle 
One) 
Owner's Name - Please Print Owner's Signature 
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ANNEXURE-V 
FOOD RECALL TERMINATION REQUEST FORMAT 
(to be given on Food business Operator's letterhead) 
Date: 
To 
The State Food Authority/Food Authority 
Food Authority's Unique Identification No. for Recall 
Product Brand: Product Code: Date Code:. 
Food Authority Contact: Phone: Email:, 
Ref: Request for Recall Termination 
Dear 
(Food Business Operator) initiated a Class recall of the above-listed product on 
(date) that extended to the level. Proper notifications were made by phone, 
fax, email, mail and personal visits, and records of these notifications have been provided to 
your office. 
All requested Status Reports have been filed (indicate if or not within the proper timeframes), 
and the latest report is being submitted with this. ( Food Business Operator) 
believes the above-listed product has been successfully recalled. 
In light of this successful and conscientiously executed recall, ( Food Business Operator) 
hereby requests that this food product recall be terminated, and that ( Food Business 
Operator) be provided with written confirmation of the termination. 
Thank you for your assistance. 
Signature and title 
(Food Business Operator) 
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Annexure 2 
The amazing success story of brand Safal 
Following is one of the successful and amazing story of framers applying different 
managerial techniques which led to success of not only individual farmers but also 
farming community in villages and all those associated with it. The present is often 
called the Safal model. 
For close to 25 years, a large chunk of households in the National Capital Region 
have had access to fresh fruits and vegetables at affordable prices - at rates much 
lower than v/hat the local vegetable and fruits market or the handcart vendor would 
charge. This was made possible by standing the concept of buying on its head. 
Instead of the farmer coming all the way to markets where the middleman would 
fleece him and where he had to pay steep taxes, the market went to his doorstep. As a 
result, customers could get the fresh products daily, making the farm-to-fork concept 
a reality long before retail chains began doing so in the metres. It is the Safal model 
that these chains also employ. 
Safal's turnover is now Rs 550 crore. The inspiration was milk. A decade and 
more after Mother Dairy, a fully owned subsidiary of the National Dairy 
Development Board, had established itself as a leading vendor of milk purchased 
mostly through cooperatives of farmers, it turned its attention to fresh produce and 
edible oils. 
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As a state-owned undertaking, NDDB's basic mandate in all such endeavours is to 
provide a market for farmers through the cooperative framework and to help them get 
the right price for their produce. It cannot at the same time afford losses, says 
PradiptaSahoo, horticulture business head at Mother Dairy Fruit and Vegetable, which 
owns the Safalbrand.In the case of edible oils, sold under the Dhara brand, there is the 
larger issue of reducing dependence on imports. Sales, though, are just over Rs 350 
crore (Rs .3.5 billion) in a market that is valued at Rs 75,000 crore (Rs 750 billion) -
and this 22 years after it launched its first branded cooking oil. 
Safal, on the other hand, has fared much better. Turnover is now Rs 550 crore (Rs 5.5 
billion) and has been growing steadily at around 10 per cent annually, with the brand 
becoming a household name in NCR. Its 400-plus outlets provide vegetables that are 
five-15 per cent cheaper than the market rate, apart from bigger discounts on items 
that are in oversupply. 
This has helped to build consumer loyalty for MDFV, which sells about 350 tonnes of 
fruits and vegetables daily. Its strong point, however, is the backend of its operations, 
which in this case means the farmer. 
It works at the village level through its area stations, which have agriculture 
graduates on call for farmers. The cultivator is the focus, not merely because of 
Mother Dairy's social mandate but also to enhance marketability. 
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"We not only pay the mandi (wholesale market) rate prevailing at Azadpur (Asia's 
largest fresh produce market located in north-west Delhi), but also provide agriculture 
extension services to the farmer," says Sahoo. This includes crop planning, advice on 
what kind of seed and fertiliser to use and tips on good agriculture practices which 
from a consumer point of view are critical. Sahoo says: "One of the serious drawbacks 
with fresh produce is the heavy use of pesticide. We tell farmers how to use it and 
when. "In mandis you will find produce that has been sprayed just before being 
harvested. This is not the case with Safal vegetables and fruits." 
Mother Dairy has been able to put together over 200 farmers associations. 
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Over time as trust developed, Mother Dairy has been able to put together over 200 
farmers associations with a membership of 8,000 farmers straddling 14 states. But the 
relationship is sometimes rocky. Since there is no written contract, farmers are not 
bound to sell their crop to MDFV. 
Quite often, loyalty was at a discount when the big names in domestic retail such as 
Reliance Fresh, Spencer's and More made their debut in Delhi five to six years ago. 
With their deep pockets they were able to buy out stocks of popular vegetables from 
farmers at higher rates while still keeping the prices low for consumers. Farmers are 
still switching sides. 
Old-time associates of MDFV, however, say they would prefer to stay with Safal as 
long as the price is reasonable. VinodJhajharia from Abohar in Punjab has been 
selling vegetables to MDFV for the past decade. 
"I started by supplying bottle gourd to the company and then switched to kinnow (a 
hybrid citrus fruit) because the profits were higher. Company officials have helped me 
improve quality and given me an assured market," he told Down To Earth. 
The compelling reason for Jhajharia, as for other farmers, is that he gets the Azadpur 
rate without the aggravation of going to the mandi, haggling with the adhtiyas or 
commission agents and paying fees, taxes and bribes. "That can be a painful and time-
consuming affair," he says. 
There are other horror stories. Jhajharia says he once fell prey to an adhtiya who took 
away his produce worth Rs 80,000 and never paid him. The other reason is assured 
payment, adds SurinderJuneja who heads the AboharSafal Farmers Association. 
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The association, formed five years ago, covers farmers of around 150 villages. Their 
average farm size is two to three hectares. Most of them grow kinnow, for which 
Abohar is famous. They also supply carrots and radish to MDFV. "A farmer has a 
harrowing time when he goes to the mandi. In Punjab we have to pay four per cent 
market fee, and 5.5 per cent VAT, apart from commissions to the adhtiya. "We save 
ourselves all this bother and make a profit even after Safal cuts transport cost from the 
final price," says Juneja. The taxes and fees are levied under the Agriculture Produce 
Market Committees Act and it varies in each state. 
Although the Centre has been calling for its reform and has put up a model Act for 
states to implement, few states have done so. As a result, if a farmer from Jammu and 
Kashmir wants to sell his produce in Delhi, he would have to pay taxes and octroi to 
each of the states he passes through. For Juneja, the comfort MDFV offers is that it is 
a public sector company and works through the cooperative model. "We have 
established a good working relationship over the years," says Juneja, "because of our 
faith in this model". 
But he confesses that association members do sell to other buyers, including retail 
chains, because Safal's operations are limited and cannot absorb all that they grow. 
Clearly, MDFV needs to gear up for competition. Its growth over the past decade has 
shown it is not as nimble as it should be. Given the aggressive plans being drawn up 
by domestic retail chains, not to mention the likely approval of foreign direct 
investment in retail, Safal could soon find itself under pressure. Sahoo, formerly with 
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Reliance Retail, is aware of the challenges. "Retail chains price fresh produce low 
primarily to increase the footfalls. For them, this is not a priority segment and they 
use profits from other goods to subsidise fresh produce." MDFV cannot do that. But it 
believes "competitors cannot steal the trust Mother Dairy has built up in 25 years." 
Whether it can withstand the harsh economics of the marketplace remains to be seen. 
(Source: Down To Earth_FroniRediff Website: http://www.rediff.com/business/slide-
show/slide-show-l-safal-shows-the-way-to-affordable-shopping/20120106.htm 
Accessed on 07.01.2012) 
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